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DEPARTMENT OF VETERANS AFFAIRS PAR- 
TICIPATION IN THE FEDERAL ENERGY 
MANAGEMENT PROGRAM 


WEDNESDAY, MARCH 18, 1998 

House of Representatives, 

Subcommittee on Oversight and Investigations, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant toxall, at 2 p.m., in room 334, 
Cannon House Office Building, Hon. Terry Everett (chairman of 
the subcommittee) presiding. 

Present: Representatives Everett and Clybum. 

Also Present: Representative Evans. 

Mr. Everett. I’m going to go ahead and start the hearing. Unfor- 
tunately, I think weve had three national security hearings today. 
This is the third Veterans’ Committee hearing. I luiow there’s been 
two Agriculture Committee hearings. I know Budget is meeting, 
and a group of others — Commerce — so Mr. Evans and I may be the 
on^ two here, but it is an important hearing. 

'This hearing today by the Veterans' Affairs Subcommittee on 
Oversight and Investigations is intended to provide an in-depth 
look at the Department of Veterans Affairs’ commitment and par- 
ticipation in the Federal Energy Management Program. 

l^e Energy Policy Act of 1992 authorizes agencies to utilize en- 
ergy savings contracting to leverage private sector capital to fund 
energy retrofits and upgrades. Today we will examine how the VA 
has exercised good fiscal management and how effectively they 
have utilized these energy savings initiatives. 

Under this proCTam, the Department of Enerpr in 1997 esti- 
mates the VA facilities to reduce energy consumption by more than 
$60 million annually. These savings could begin as soon as projects 
are implemented. 

Every week the VA does not achieve its 30-percent ener^ sav- 
ings goal can cost $1.2 million in lost opportunity— each ana every 
week, $1.2 million. This conservative estimate is based on an an- 
nual utility cost of $212 million to operate some 4700 buildings and 
approximately 122.5 million square feet. 

Public and private sector energy utility companies have ex- 
pressed interest in providing investment capit^ for VA energy con- 
servation projects. The VA has been a reluctant participant in the 
past, but now appears to be moving ahead. We will hear more from 
the private sector on how successfiu these partnerships can be. 

( 1 ) 
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We will also hear from an early proponent of Energy Saving Per- 
formance contracting, the Department of Army. I understand that 
the Army has been very successful with ESP contracts. 

I hope the VA's testimony will tell us how they plan to take 
greater advantage of this innovative type of contracting. Alter- 
native financing for energy efficiency improvements should replace 
additional federal appropriations where feasible. 

Currently, each VA hospital exercises contracting authority. The 
VA should explore negotiations in ener^ conservation contracting 
in larger service areas such as the 22 Veterans Integrated Service 
Networks. 

I look forward to hearing from our witnesses today. At this time, 
1 would like for any comments from my good friend, Mr. Clybum, 
our Ranking Member. 

OPENING STATEMENT OF HON. JAMES E. CLYBURN, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF SOUTH 

CAROLINA 

Mr. Clyburn. Thank you verv much, Mr. Chairman. As Ranking 
Democratic Member of this Subcommittee, I am pleased that you 
have called this important hearing that goes to the very heart of 
good government. 

If we took a poll, most Americans would probably have no idea 
what the Federal Energy Management Program is. That is not to 
say, however, that it is not an important initiative. 

Congress voiced its strong support for ^s program when it en- 
acted the Energy Policy Act of 1992. The program is designed to 
encourage reduced energy consumption and more efficient use of 
scarce resources by our Federal agencies, including the VA. 

For reasons that Fm sure VA will explain in some detail this 
afternoon, it has taken a while for them to be^ achieving the effi- 
ciencies called for under the Act. No doubt mere is a lot of work 
yet to be done on the part of the VA and other Federal agencies. 

I am hopeful this hearing will help sensitize the VA to the impor- 
tance this Committee places on the program, and to the wise and 
efficient use of its appropriated dollars. 

Thank you, again, Mr. Chairman, for putting together this hear- 
ing this afternoon. I look forward to the testimony. 

[The prepared statement of Congressman Clybum appears on p. 
25.1 

Mr. Everett. Thank you very much. Mr. Evans. 

OPENING STATEMEP^T OF HON. LANE EVANS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF ILLINOIS 

Mr. Evans. Thank you, Mr. Chairman. I, like you, am a member 
of the National Security Committee and am in between hearings 
and won't be able to stay long. But I did want to commend you and 
Jim for your interest in today’s hearings. 

Energy efficiency and cost savings may not make headlines in 
the paTOrs, but they are the kinds of priorities the VA and other 
Federal a^ncies cannot afford to ignore as we make our plans for 
the 21st century. 
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So, I want to thank you again, Mr. Chairman, for recognizing 
me, and I look forward to some of the testimony before I have to 
report, as ordered, over to the National Security Committee. 

[The prepared statement of Congressman Evans appears on p. 
28.] 

Mr. Everett. Thank you very much, Lane, I appreciate it. 

Mr. Everett. We’re going to have a vote probably in about 7 or 
8 minutes. Tm trying to find out if it’s to be one or two votes — does 
anybody know? I’m going to ask the witnesses to limit their oral 
testimony to 5 minutes. Complete written statements will be, of 
course, entered into the official hearing record. And I will ask that 
we hold our questions until each entire panel has testified. 

Now I would like to recomize Panel 1 and welcome Mr. John Ar- 
chibald, Acting Director, Federal Energy Management Program, 
Department of Energy. If you would, pleeise be seated with your 
panel. 

STATEMENT OF JOHN ARCHIBALD. ACTING DIRECTOR, FED- 
ERAL ENERGY MANAGEMENT PROGRAM. DEPARTMENT OF 

ENERGY; ACCOMPANIED BY MS. TANYA SADLER, ENERGY 

SAVINGS PERFORMANCE CONTRACTING PROGRAM MAN- 

AGER, FEDERAL ENERGY MANAGEMENT PROGRAM, DE- 
PARTMENT OF ENERGY 

Mr. Archibald. Thank you, Mr. Chairman, and I appreciate 
being able to introduce my written testimony for the record. I just 
have a few summary remarks. 

It is in the interest of all agencies to manage their energy wisely. 
In my capacity as the Acting Director of the Federal Energy Man- 
agement Program, we work with all agencies who are ultimately 
responsible for their own energy use, but we try to coordinate their 
activities and streamline the activities of the Federal Government 
as a whole. 

As we all luiow, budgets are tight even for cost-saving projects 
such as energy projects, and for several years agencies would com- 
plete the best projects they had identined, but there was never 
enough money to cover all of the projects that they could line up. 

In the mid 1980s, Congress passed and the President signed into 
law this unique authority at that time called “Shared Energy Sav- 
ings” and currently called “Energy Savings Performance 
Contracts”. 

This authority gives agencies an opportunity to use private sector 
funds and private sector human resources to stop the waste of en- 
er^ that agencies could not stop with their own limited resources. 

The current Energy Savings Performance contracting authority is 
greatly improved, and contracting actions by DOE and the Army 
are accelerating the use through a mechanism that we have called 
“Super ESPCs”, Super Energy Savings Performance Contracts. 

The VA, through one of the members that will testify here today, 
Bob Palazzi, was in the forefront of using these authorities to save 
taxpayers money at a VA Hospital in Connecticut. And I’m pleased 
at the level of activity that we are seeing in regions across the 
country where we are issuing — where DOE is issuing its Super 
ESPC contracts. 
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The contracting task is now much simpler as a result of these 
Suji^r ESPCs, and the agency workload at the facility level is much 
easier than it had been just recently. 

For FEMP and Headquarters agencies, there is a similar easing 
for each contract that we put in place of that workload. However, 
the demand that we are seeing in the field to use those contracts 
is actually increasing FEMP’s workload, so that while we are 
busier at what we do, we are doing much more than we had been 
able to do in the past. 

FEMP and the Department of Energy are ready to help the VA 
and others as we help them implement these activities to help cut 
energy savings at their facilities, and we are expecting very signifi- 
cant energy saving to result. That’s the conclusion of my opening 
remarks, Mr. Chairman. 

[The prepared statement of Mr. Archibald appears on p. 29.) 

Mr. Everett. Thank you very much. I have just two brief ques- 
tions. What are the mjuor constraints for the VA to participate in 
DOE or Army Super ESPC? 

Mr. Archibald. The activities that are called for in these con- 
tracts right now require that the contractors provide a proposal to 
the facility and that the facility then be able to evaluate the pro- 
posal and to negotiate with the contractor on the best terms and 
conditions. So, there may be some energy-savings measures such as 
a lighting retrofit that would need to be incorporated or need to be 
expanded, and the agency needs to be able to manage that activity 
at the local facility level. 

Now, FEMP, through a mechanism that has just begun in Fiscal 
Year 1998 is authorized to assist the agencies at the local level, at 
the facility level, and to be reimbursed by the agency when those 
energy savings accrue in the outyears. 

So, that is probably the biggest activity for each agency such as 
the VA to undertake, is that negotiation with the Energy Savings 
Performance contractors at the local level, around the specific work 
that is involved at that site. 

Mr. Everett. How many VA Energy Savings Projects would you 
estimate could be initiated this year? 

Mr. Archibald. I know within the Department of Enei^s con- 
tracts that we're putting in place, we've had discussions with four 
different VA VISNs, the Integrated Service Networlw. Some of 
those are in places where we ^ready have our contracts in place, 
and I would anticipate that we would see at least one of those 
siCTed this fiscal year to cover a >nSN. The others are in areas 
where we are still working to put our contracts in place. For exam- 
ple, in the northeast, our contract there will be in place in the sum- 
mertime. And so I don’t know that the VA portion of the work will 
be added by this fiscal year, but I would expect that it might be 
added by the end of the calendar year. 

Mr. Everett. How about in 2 years? 

Mr. Archibald. In 2 years, I would anticipate all four of those 
VISNs to have clos^ contract with the Energy Service contractors, 
and I would anticipate that others probably, if I might make a 
guess, I would say another four VISNs would have signed on just 
from places where we’ve had very preliminary discussions, but not 
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the discussions that would actually bring us to close those con- 
tracts. That’s for the DOE contracts alone. 

I will let the General speak for the Army's activities, but I do 
know that the Army and the VA are working together on a handful 
of additional VISNs that would be signed up under contracts under 
the Arm/s contracting mechanism. 

Mr. ES^rett. Thank you very much. Mr. Clybum. 

Mr. Clyburn. I have one question. The VA has indicated that it 
was precluded from entering into Energy Savings Performance con- 
tracts until regulations were put into place providing guidance on 
such contracts. 

Does your agency share a similar view regard the need for regu- 
lations prior to entering into such contracts? 

Mr. Archibald. Mr. Clybum, we did not. In fact, we commu- 
nicated to the VA that we felt that the authorities that were pro- 
vided in the Energy Policy Act were clear, and that the statements 
that we had put in place, or the rulemal^g process that we had 
|Ione through at DOE, as we were required to do in the Energy Pol- 
icy Act, provided a clear mechanism to allow all agencies to use the 
Energy Savings Performance contracting authority. 

We did communicate that to the VA and, in a series of discus- 
sions over time, we and the VA came to the same conclusion that, 
in fact, we were authorized to use the ESPC authority. 

Mr. Clyburn. So it was just a concern as to whether you were 
authorized to do it, or they were authorized to do it, or whether or 
not they didn't have proper guidance? 

Mr. Archibald, well, I would — I guess I would s^ initially 
counsel for both agencies disagreed. The counsel for DOE rendered 
an opinion that said yes, we were authorized to use the ESPC au- 
thority. Counsel with^ the VA had identified that they were not 
allowed to use it, that the authority was not granted. And what we 
ended up doing was negotiating over a period of time through a se- 
ries of oiscussions at different levels within the agency, and ulti- 
mately both agencies agreed that the authority was, in fact, grant- 
ed and that all agencies were authorized to enter into ESPCs. 

Mr. Clyburn. Thank you, Mr. Chairman. 

Mr. Everett. Thank you. For the record. Department of Energy 
is the lead agency in this, right? 

Mr. Archibald. Yes, that's correct. In the Energy Policy Act, the 
Department of Energy was directed to issue the rulemaking on how 
to use the Energy Savings Performance contracts that were 
granted. 

Mr. Everett. And there is no disagreement between Department 
of Army and the Department of Ener^ on how to proceed on this? 

Mr. Archibald. I don’t believe so, sir. 

Mr. EN'ERETT. There is a disagreement between counsel for VA 
and your counsel? 

Mr. Archibald. There was disagreement in the early days. I be- 
lieve all that dis^peement is now ironed out. 

Mr. Everett. Okay. We’re going to recess this hearing. First of 
all, let me dismiss mis panel. Jim, do you have any more ques- 
tions? 

Mr. Clybltrn. No, sir. 
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Mr. Everett. Let me dismiss this panel, and thank you for your 
participation. We may have additions questions for the record, and 
we’re going to recess the hearing until we can take this vote. We 
should be back in about 10 minutes. Thank you. 

(Recess.) 

Mr. Everett. I'd like to start the hearing again and call the sec* 
ond panel. Mr. Keith, Senior Vice President and General Counsel 
for CES Way, International. Inc. Mr. Keith is representing the Na* 
tional Association of Enei^ Service Companies. 

Mr. Keith, if you will just begin your testimony, and please hold 
it to 5 minutes. 

STATEMENT OF ERBIN KEITH, SENIOR VICE PRESIDENT AND 

GENERAL COUNSEL, CESAVAY, INTERNATIONAL, INC., REP* 

RESENTING NATIONAL ASSOCIATION OF ENERGY SERVICE 

COMPANIES, NAESCO 

Mr. Keith. Good afternoon, Mr. Chairman, Members of this Sub- 
committee. As I sated, I am Erbin Keith, Senior Vice President and 
General Counsel of CES Way International. CES Way Inter- 
national is an Energy Service Company, or commonly called an 
ESCO. I'm here to ^ve testimony on behalf of National Association 
of Energy Service Companies, NAESCO, and I have submitted a 
written statement for the record. 

In the brief time I have today, I will emphasize NAESCO’s rec- 
ommendations regarding the Department of Veterans Administra- 
tion’s Energy Management ProCTam. 

A year ago, if I was mving tnis testimony, it would be quite dif- 
ferent. Frankly, after the DVA issued E^PC guidelines in Septem- 
ber of 1996, vej^ little happened. That has changed somewhat over 
the last year. 'The DVA has shown some movement on the ESPC 
by entering into some E^PC contracts, primarily under the Corps 
of Engineers Huntsville ESPC, and has also issued some Requests 
for Proposals for E^PC contracts around the country. Some of these 
projects are mentioned in Magor General Hunter's written 
testimony. 

The DvA should be congratulated on taking these steps, but they 
need to be encouraged to take further steps and implement more 
proje^. Indeed, that is the real challenge, not just entering to an 
ESf^, but actually implementing the project. Exp^iting that proc- 
ess is critical because, as the Chairman noted, truly time is money 
here, and the most inefficient solution is to delay or not do 
anything. 

In light of this, NAESCO has four recommendations for the DVA. 
First, uie DVA should rely on congressionally authorized ESPC for 
the procurement of energy efficient measures. ESPCs offer many 
advantages over procurement options such as sole-source utility 
company area-wiae agreements. For example, the Corps of Engi- 
neers Huntsville and DOE have put in place, or are putting in 
place nationwide, Indefinite Delivery/Indefinite Quantity ESPCs 
that the VA can, and has at least three instances, ordered off these 
contracts, particularly the Corps of Engineers Huntsville. 

These ID/IQ ESPCs were put in place by the Government agen- 
cies most experienced in ESrc, namely, the Department of Enerpr 
and the Corps of Engineers Huntsville. The contracts are well wru- 
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ten. They are based on their experience and their lessons learned. 
The ESCOs selected under these contracts are among the most ex- 
perienced in the country. In short, the contracts are in place. There 
IS nothing prevent!^ the VA from ordering off the contracts, and 
they have cone so. Ine Corps of Engineers and Department of En- 
ergy have essentially “greased the procurement skids”, and this 
process should be followed. 

Other options, such as sole-source utility company areawide 
agreements are inappropriate for VA Hospital energy conservation 
projects. VA Centers have special challenges for energy conserva- 
tion projects. For example, VAs operate 24-nour8-a-day, seven-days- 
a-week. They are very energy-intensive. The construction projects 
at VA Centers tend to be more expensive because it’s a complex 
hospital environment. VA Hospitals have typically environmental 
issues that need to be addressed. They have complex system and 
equipment, and they have a significant amount of deferred mainte- 
nance costs that need to be addressed in an energy conservation 
project. An ESPC is much better suited to meet these challenges. 

I^e ESPCs are based on competitive procurement versus sole- 
source. That means the Government is likely to get a better price 
for the project. The ESPCs provide longer contract terms and, thus, 
more conmrehensive projects, an important issue because some of 
our NAESCO members have found where utility companies have 
come in and done projects under an areawide agreement that tend 
to be what we consider "crcam-8kimming“ projects. That isn’t a 
service to the VA. 

Often, other O&M savings can be considered in an ESPC con- 
tract, where they can’t under a utility areawide agreement. The 
contract under an ESPC is performance-based and guaranteed. Not 
so under utility areawide agreement. And the ESCOs mav bring 
significant hospital experience to the table, an experience that you 
m^ not see in a utility company. 

Our second recommendation is that the VA should consider im- 
plementation of ESPCs, where possible, on a VISN basis rather 
than a facility basis. This offers two advantages. One, by pooling 
the resources at a VISN level you're likely to have individu^s who 
have different levels of expertise on different types of projects, and 
by pooling it at the VISN level, they can all work to implement the 
prqiect. 

Two, by implementing on a VISN level, you may be able to take 
partiemar fanlities that do not have significant enei^ saving and 
use other facilities with greater amount of savings to help imple- 
ment the project at the smaller facility. 

Our third recommendation is that DVA support and train the 
local contracting officers. ESPCs are fairly new in some aspects, 
and are foreign to Government procurement. To take advantage of 
these ESPCs, the Government snould provide training to the local 
contracting officers. The DOE and Corps of Engineers Huntsville 
are a good source for this training. 

Four, the ESPC program should be supported fi’om the top down, 
from the DVA to the vISN level, and ^ally to the facility level. 
I don’t need to elaborate on this point, but it’s only obvious that 
you should be applying it at all levels of the DVA to make these 
projects work. 
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On behalf of NAESCO, thanks for giving me the opportunity to 
give this testimony, and Tm prepared to answer any questions. 

[The prepared statement of Mr. Keith appears on p. 33.1 

Mr. Everett. Thank you very much. As Acting Secretary West 
was at the Army when they us^ this program, I think we're going 
to have top-down. 

Mr. Keith. That's encouraging. 

Mr. Everett. I'm not trying to put words in his mouth, but 1 
think he’s seen the benefit of the program. If you would, just a 
thing or two about training contracting officers. Could you go into 
a little bit more detail about that? 

Mr. Keith. Well, the contracting officers, particularly at the facil- 
ity level, may not have any experience in ESPCs. Again, they are 
fairly new, and some of the contracting procedures are foreign to 
traditional Government contracting procedures. 

It’s important that the contracting officers at all levels have a 
good understanding of not only the contract terms of an ESPC, but 
how they are implemented, ^ere are excellent sources for this 
training, particularly at the DOE and Corps of Engineers Hunts- 
ville. I’ve sat through their training. It's an excellent way to ^t 
these contracting officers to understand how an ESPC is imine- 
mented. 

Mr. Everett. How comprehensive are the VA’s energy conserva- 
tion initiatives, can you elaborate on that? 

Mr. Keith. Ideally, they would be very comprehensive. NAESCO 
supports comprehensive energy conservation projects, and 1 want to 
explain what I mean by comprehensive. 

It’s very easy to go in almost any facility of a certain age and 
come up with energy conservation measures related to lighting, for 
example, There are typically quick paybacks. And you can install 
a l^hting system and it will pay from its savings in 3, 4, 5 years. 

The idea to do a comprehensive project is to use those Quick pay- 
back items to pay for energy conservation measures that don’t have 
quick paybacks. So, by blending all the items together, you come 
up with a project that pays in a reasonable amount of time. 

The advantage to doing a comprehensive project is that you take 
care of a lot of the capital renewal needs of the facility. If you do 
a lighting only project, at that point you’ve wasted the opportunity. 
Now there has to be appropriations to go back and accomplish the 
other ener^ conservation measures that would need to t^e place 
at the facility, or environmental measures that need to take place. 

Chiller replacement to comply with CSC requirements, for exam- 
ple. Once you've wasted the opportunity by doing a lighting only 
project or a quick payback project, you’ve lost ffiat opportunity. 
That’s the other advantage of an ESPC, is that under a utility 
areawide agreement, youre limited to a 10-year contract term. 
That limits the comprehensiveness of the project, and we have seen 
examples of that in industry. 

By going to ^ ESPC, you can go up to 25 years. And I think 
the DvA can give proper guidance to the VISN level and facility 
level as to when it’s appropriate to go from, say, a 10-year project 
to a 15 to a 20 to a 25. My company, for example, has projects 
ranging from 15 years to 25 years with the Federal Government. 
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Mr. Everett. I mentioned earlier that we have a lot of schedul- 
ing conflicts going on which seem to get worse and worse now- 
adays, and we don't have any Members of the Minority present, but 
we will allow counsel for the Minority to ask some questions. 
Thank you. 

Mr. SACHS. Thank you, Mr. Chairman, 111 be brief. Following up 
on what Chairman iSrerett was asking with regard to the stotus 
of the VA’s enerpr savings efforts, can you give us a sense for how 
comprehensive those efforts are, and can you quantify the potential 
cost-savings out there within the VA? 

Mr. Keith. Okay. Perhaps it’s too early to answer your question, 
but the contracts that the VA has entered into are fairly recent, 
over the last year. An ESPC contract has various stages you must 
go through. 

First stage is to actually contract. Then audits have to be done, 
feasibility studies, approval to move on to a more well defined 
study, and then finally approval to move on with implementation 
of the project. 

I’m not aware of any VA Hospital projects that have been award- 
ed, for example, under the Corps of engineers Huntsville's contract 
that have gotten past maybe the audit stage. 

Mv company, for example — actually, Megor General Hunter I 
think is going to address some of these particular projects in his 
testimony — but, for example, in our projects, we are proposing very 
comprehensive project involving lighting, chiller change-out, co-gen- 
eration options, humidity control, particularly long-term items to 
the VA. 

As of this point, we have been nothing but encouraged by the VA 
in our VISN that we're working, in response to our preliminary 
proposals. 

Mr. Sachs. How about a sense for potential cost-savings out 
there. Are you in a position at this point to mve us an idea, based 
on how many facilities there are within the VA system, about what 
kind of cost-savings could be generated? 

Mr. Keith. Yes. We have a rule-of-thumb that we use at these 
facilities, lypically, you can take the utility bill at a particular fa- 
cility and, for a 10-year project, the 1-year utility bill is about the 
size of the project you can do. 

So, for example, if a VA has a $2 million utility bill, we feel we 
can do at least a $2 million project at that facility, sometimes much 
greater depending on the availability of DS money and other incen- 
tive monies. 

So. for example, in the VISN that we’re working in right now, 
which is Florida and Puerto Rico, we are going to propose, and 
have submitted preliminarv proposal, to do about ^ million of 
work at those seven hospitals, and this year alone we are expecting 
seven hospitals could have an ultimate construction value of be- 
tween $20 and $30 million. 

Mr. ^CHS. Thank you, Mr. Chairman. 

Mr. Everett. I want to make sure the record is clear. Do you 
currently have any Federal contracts? 

Mr. I&ITH. CES Way has Federal contracts under the Corps of 
Engineers Huntsville ESPC as well as the DOE’s Southeast. Our 
affiliate company. Energy Pacific, has contracts under the DOE’s 
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Su^r ESPC in the West. CES Way has probably completed more 
Federal ESPCs than any ESCO. ^ there's quite a few contracts 
that are still ongoing but have been implemented. 

Mr. Everett. Thmik you very much, Mr. Keith. We will have ad- 
ditional questions for the record, and we will appreciate your re- 
sponse to them. At this time, we will call Panel 3. 

Mqjor General Milton Hunter, Director of Military Programs for 
the Army Corps of Engineers, for the Department of Anny. General 
Hunter, we welcome you very much, and if you will introduce who 
is with you on your panel, and then at that point you may proceed, 
please. 

STATEMENT OF MAJ. GEN. MILTON HUNTER, DIRECTOR, MILL 
TARY PROGRAMS, ARMY CORPS OF ENGINEERS, DEPART- 
MENT OF ARMY; ACCOMPANIED BY JOE A. McCARTY, ME- 
CHANICAL ENGINEERING TEAM LEADER, DIRECTORATE OF 
MILITARY PROGRAMS, HEADQUARTERS, U.S. ARMY CORPS 
OF ENGINEERS 

MGcn. Hunter. Thank you, Mr. Chairman. Mr. Chairman and 
Members of the Subcommittee, I am Major General Milton Hunter, 
Director of Military Praams in the Headquarters of the Unit^ 
States Army Corps of Engineers. Accompanying me today is Mr. 
Joe McCarty. He is from our Engineering and Construction Divi- 
sion in the Militaiy Programs Directorate. He is nw Mechanical 
Engineering Team Leader and supervisor at the ESPC program. 

In your letter of invitation, you asked for testimony on the 
Arm/s experience in ESPC. With your permission, I would like to 
give a brief overview of the Army experience with the program, and 
submit a more complete version for the record. And then I’ll close 
by briefly discussing the Corps' effort and support of the Veterans’ 
Administration ESPC Program. 

Currently, the program has turned an Army investment of 
$792,000 since 19^ into 11 projects with a private sector invest- 
ment of $36 million for the replacement of lighting, motors, cooling 
systems, ground source heat pumps, and air propane plants. The 
result is a total estimated cost avoidance of over $53 million over 
the life of the contracts. This is a great investment with over $11 
million to be retained by the Government, a ten-fold return on the 
Government’s investment. 

The Corps’ involvement in Shared Energy Savings, which is the 
same as ESPC, b^an in 1986 with a chiller replacement project in 
Corous Christi, TX. The Corps now has over 13 regional Super 
ESPC contracts to cover all 50 States, District of Columbia, and 
Puerto Rico. These 13 remonal ID/IQ contracts have an ordering 
capacity for about $2 billion worth of energy saving measures. 
These contracts administered by our support center in Huntsville, 
AL, which was mentioned by the earlier witnesses, are available to 
any Government agency. Our customers include the Army, the Air 
Force, the Coast Guard, Defense Logistics i^ency, the National 
Guard Bureau, and the Veterans’ Administration. 

In February, the Office of the Secretary of Defense provided the 
Corps with $4 million to “jump start” the ESPC program for all 
DOD services. This money is being used to support a wide variety 
of initiatives including assisting customers in the award of task or- 
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ders against the existing areawide contracts; development of new 
contracts to support ESPC activities at DOD facilities in Europe 
and Korea; expansion and award of additional contracts tor 
CONUS; training in the ESPC process; and promotion of the ESPC 
program as well as technical support to the Air Force and the Navy 
in implementing ESTC programs. 

The Veterana Administration uses a multi-faceted approach, as 
you heard earlier for energy saving performance contracting. They 
use the DOE regional contracts, mey develop their own contracts, 
and they use the Coips’ contracts. 

Currently, three of the 22 Veterans Inte^ated Service Networks 
have chosen to take part in the Corps' ESrc program., and signed 
Memorandums of A^eement with our Huntsville Support Center 
in the Fall of 1997. 

The VA Omaha Medical Center in Omaha, Nebraska has also 
chosen to participate. An ESPC contractor has been selected for 
each. Training sessions for both Government and contractor per- 
sonnel have been provided. The training provides information of 
the ESPC process, and the responsibilities of all involved parties. 

The ESPC contractors have performed site visits and are cur- 
rently proposing projects such as lighting upgrades and controls, 
chiller up^ades and replacement, boiler up^ades, utility monitor- 
ing and control systems, domestic water neating, electric peak 
shaving, variable speed drives, geothermal heat pumps, cooling 
tower replacement, and motor replacements. This represents a 
total estimated private investment of about $15 million with a po- 
tential energy cost avoidance of about $30 million. Construction ac- 
tivity is expected to begin in the Fall of 1998. 

The DOD strategy to increase the efficiency of facilities and re- 
duce ener^ demand and consumption was based on the fact that 
in Fiscal ^ar 1997 DOD spent over $2 billion for energy for build- 
ings and facilities alone, as a part of their total usage of over $5 
billion. 

Sir, that concludes my testimony subject to your questions. 

[The prepared statement of General Hunter appears on p. 40.1 

Mr. EVERETT. General, thank you very much for being here 
today. Can you again give me a sum total of how much the Army 
saved in energy and money by ESPC contracting? 

MGen. Hunter. Yes, sir. The earlier figure 1 mentioned was 
$792,000 on 11 contracts. The projected savings is $53 million. To 
date, we estimate we have avoiaed $11 million. 

Mr. Everett. That’s a dollar-for-dollar savings on appropriated 
funds. 

MGen. Hunter. Yea, sir. 

Mr. Everett. If you will, please elaborate on the Super ESPC. 
I understand that the VA is considering participating in tois one. 

MGen. Hunter. Sir, they are, in fact, participating in the ESPC 
contracts that we have awarded. I mentioned earlier that we had 
three Veterans Integrated Service Networks that have participated 
in ESPC contracts. We have also gotten the VA Omaha Medical 
Center to come on-line to participate in this process. ^ we have 
four from VA right now. 

Mr. Everett. Does the VA lose its bargaining power by contract- 
ing as single medical centers rather by regional vISNs? 
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MGen. Hunter. Sir, I’m not sure of that. I would have to re- 
search that and get vou an answer for the record. 

(The information follows:) 


Facility Versus Regional Contracts 

Question. Does the VA lose its bargsiniog power by contracting as single medical 
centers rather by regional VlSNs? 

Answer. Renonal VISN contracting is ideal. EISPC can be elTectively used on es- 
sentially any facility or group of facilities. However, the more facilities in the group- 
ing, up to a point, the greater the number and variety of energy conservation oppor- 
tunities available. This increases the potential for combining a variety of energy 
conservation measures into ESPC p^ects that are acceptable for funding by the 
private contractor and provides the Government with the optimum benefits m terms 
of energy savings and cost avoidance. 

Mr. Everett. Thank you. Let me ask you, even with your con- 
tractor training program, do you think a local medical center con- 
tracting officer has the expertise to exercise these ESPC contracts? 

MGen. Hunter. I think with appropriate training they could ex- 
ercise these contracts. Right now, we have a center of expertise as 
well as DOE, and if trained to use this instrument, I think they 
could be very successful in using it locally. 

Mr. Everett. But they would need the training. 

MGen. HUNTER. Yes, sir. 

Mr. Everett. Does the Army Corps of Engineers favor single fa- 
ciliW contracts or r^onal systemwide contracts? 

MGen. Hunter. Sir, we feel we can gain more advantage with 
a regional contract simply because you can issue multiple task or- 
ders against that contract and not have to issue single contracts 
with every energy savings effort. 

Mr. Everett. General, that’s all the questions I have. We’re 
going to let counsel for the Minority ask some questions. By the 
way, we may have additional questions for the record. 

MGen. Hunter. Yes, sir. 

Mr. Sachs. General, your testimony indicates that three of the 
22 VISNs within VA are presently working with you on energy sav- 
ings performance proCTams. Can you give us a more detailed look 
at those three VISNs? Do you know whether contracts have actu- 
ally been signed on those projects? 

MGen. Hunter. Sir, I think the Memorandums of Agreement 
have been signed, but I don't think the contracts have been final- 
ized yet. 

Mr. Sachs. Okay. Can you give us a thumbnail sketch what kind 
of energy saving activities are envisioned at those particular 
VISNs, and also a sense for the degree to which those kind of en- 
ergy saving practices can be applied across-the-board within the 
VA hospital system? 

MGen. Hunter. I'll defer that to my expert here in terms of what 
VA has done so far, since they have not been finalized. Maybe he 
can give you a sense of what they are doing in terms of the scope 
of work. 

Mr. McCarty. Some of the things they are looking at would, of 
course, be lighting that was previously mentioned, wmch is usually 
a very high payback item. My understanding is they are also look- 
ing at high efhciency motors. They also looking at and seriously 
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considering replacing some chillers with more energy efficient 
chillers. This also gets away from the ozone depleting chemicals in 
older chillers. 

I understand that there may be some cases where they are actu* 
ally looking at geothermal heat pumps which may have application 
in the smaller units. These are some of the items that are being 
looked at. Of course, it is very site-specific. Most of those items that 
I've mentioned would have application in a large number of facili- 
ties, both VA facilities and military facilities. 

Mr. Sachs. So it is your sense that many of these cost-savings 
projects can be applied on a much larger scale within the VA hos- 
pital system? 

Mr. McCarty. Yes, sir. Many of the energy conservation meas- 
ures have wide applicability. 

Mr. Sachs. General, if you could just — and this is the last ques- 
tion I have — if you could give us a sense for the degree which you 
have conducted any outreach, or the Corps has done outreach, to 
increase VA’s awareness of the cost-saving possibilities? 

MGen. Hunter. Sir, we have been promoting the program, as I 
alluded to earlier, wiUiin the Department of Defense. It was not 
widely used. It was used in parts of the Army and parts of the Air 
Force. What we did, in my briefmg to the Deputy Secretary of De- 
fense, was to get it imbedded DOD-wide. And the $4 million that 
was provided after that briefing was to give it a jump start to get 
all of the services to use it vdthin DOD. So, ^at's sort of been Sie 
first effort. 

Mr. Sachs. So there has not been any stepped-up effort to spread 
the word at the VA, it’s been kind of a focus at this point within 
DOD, is that correct? 

M(^n. Hunter. Yes, sir. 

Mr. Sachs. Thank you, Mr. Chairman. 

Mr. Everett. General, let me extend my thanks to you for being 
here today. We certainly appreciate your testimony. At this time, 
as I said, we may have additional questions that we would appre- 
ciate your prompt response to for the record. 

Thank you very much, General. 

Mr. Everett. We will now call the next panel. Panel 4. Mr. Ken- 
neth Clark, Chief Network Officer for the Veterans Health Admin- 
istration, for the Department of Veterans Affairs, and Mr. Robert 
Palazzi, Chief, Design and Development, of the VA Connecticut 
Healthcare System. Gentlemen, if you will please be seated along 
with the rest of your panel. 
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STATEMENT OF KENNETH CLARK* CHIEF NETWORK OFFICER, 
VETERANS HEALTH ADMINISTRATION, DEPARTMENT OF 
VETERANS AFFAIRS; ACCOMPANIED BY ROBERT A- PALAZZI, 
CHIEF, DESIGN AND DEVELOPMENT, VA CONNECTICUT 
HEALTHCARE SYSTEM, DEPARTMENT OF VETERANS AF- 
FAIRS; BILL GRAHAM, DIRECTOR, NETWORK PROGRAM SUP- 
PORT OFFICE. CNO; RAJ GARG, CHIEF, ENERGY MANAGE- 
MENT DIVISION, CNO; AND LEN MALAMUD, SPECIAL ASSIST- 
ANT TO THE ASSISTANT GENERAL COUNSEL. GROUP V 


STATEMENT OF KENNETH CLARK 

Mr. Clark. Thank you. Mr. Chairman. Let me introduce the 
members of the panel. To my left is Mr. Robert Palazzi, who is the 
Chief of Design and Development Section of the West Have, Con- 
necticut, VA Medical Center. To my right is Mr. Bill Graham, who 
is the Director of the Network Program Support office here in 
Headquarters. Next to Mr. Graham is Mr. Rty Garg, who is the 
Chief of Energy Management Division located here in Head- 

a uartcrs. And to Mr. Garg^s right is Mr. Len Malamud, who is with 
le Office of the General Counsel, also here at Headquarters. 

Mr. Everett. If you will proceed with your testimony, and I ask 
you again to hold it to 5 minutes, and we will submit your complete 
testimony for the record. 

Mr. Clark. I have just a few opening comments to make, and 
Mr. Palazzi does as well, and we will obviously, available for 
questions. 

Mr. Chairman, I appreciate the opportunity to discuss VHA’s En- 
ergy Management Program with you this afternoon. Since initial 
energy conservation measures were begun in 1975, the VA has con- 
sistently met, or exceed, all energy reduction goals set by Executive 
Orders. 


During those years, we’ve applied a variety of technologies con- 
sistent with lemslative authority to help us meet our goals, and 
those will need to be even more rigorously managed as agency 
budgets continue to be held to responsible levels. 

The Energy Reduction Act of 1992 made Energy Savings Per- 
formance contracting possible for Federal agencies. Following 
issuance of contractual guidelines by the Department of Enei^ in 
final regulations published in the Federal Register in 1995, unique 
specific ESPC contract criteria were then developed by each Fed- 
eral agency. 

In VA, these efforts involve General Counsel, procurement, field 
energy, and energy staff members. Criteria were issued to all VA 
Medical Facilities m October 1996. 

In response to field feedback, clarification guidance was 
subsequently distributed to all facilities last year. Since that time, 
training of field staff has been ^rformed, familiarization both with 
procurement and technical staff at each facility and in the VISN 
with specific contract requirements of the ESPCs has been 
accomplished. 

In addition, simplification of the process has recently been made 
for the use of recently established regional Super ESPCs in each 
of the six DOD regions. 
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VHA sees tremendous field use of the ESPC and Super ESPC op- 
tions for energy conservation. We have included several examples 
of specific applications in my written testimony, and we have a 
member of th^anel, as I mentioned, from the VA Medical Center, 
West Haven, Ct, who has personally dealt with the ESPC process. 

I'd like to ask Mr. Palazzi, from the West Haven VA, to make 
his opening statement, and then our panel will be available to an- 
swer any questions you have. 

(The prepared statement of Mr. Clark appears on p. 43.] 

STATEMENT OF ROBERT A. PALAZZI 

Mr. Palazzi. Good afternoon, Mr. Chairman. I have submitted 
my testimony in writing for the record, and I will just synopsize 
the program that was accomplished at VA Connecticut Healthcare 
Systems. 

Basically, we awarded an ESPC contract. At the time, it was 
called SES, Shared Energy Savings, based on the authority granted 
in the mid-1985 ruling, the same ruling that Department of De- 
fense was working on as well as Army Corps. 

The contract was awarded November 11, 1992, and was substan- 
tially complete by April of 1993. Our Medical Center enjoyed the 
benefit of working with a very astute ESCO, which is an Energy 
Service provider. We develop^ a project which has replaced our 
chiller plant, and retrofitted and/or replaced approximately over 
8,000 light fixtures at West Haven. 

The project completely pays for itself There were no additional 
funds added to this project. There's no additional taxpayer dollars 
expended other than what we would have normally expended in 
our utility budget if we had done nothing. 

I feel our project was a success, and I really don’t have anything 
bad to say about ESPC, nothing but applause because it worked 
well for us. 

[The prepared statement of Mr. Palazzi appears on p. 48.) 

Mr. Everett. Thank you very much. I’m going to ask some direct 
questions — and, Mr. Clark, I’ll start with you — you can respond in 
perhaps as few words as possible, but if you feel addition^ infor- 
mation should be furnished to the Committee, please feel free to do 
so in written form. 

Briefly state what the Department has done to move the ESPC 
pro^am forward. 

Mr. Clark. We have done a number of things, Mr. Chairman. 
We have, first and foremost, as I mentioned in my testimony, 
trained Medical Center staff to understand the ESPC contract 
process. 

We have now trained virtually all of our procurement staff in 
that area, all of our technical staff in that area, as well as the 
VISN staff, over the last couple of years. Obviously, with turnover 
in staff, we need to renew and continue those efforts, and will do 
that, but training has been a major thrust of our plans. 

Also, the staff here in Washington, through a series of conference 
calls, guidance, policy guidance, we have apprised the field of these 
opportunities and, perhaps more importantly, instructed them in 
how to go about the mechanics of entering into these contracts, and 
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I think generally raised the level of sensitivity, interest and knowl- 
edge about the ESPC contracting process. 

Mr. Everett. And I’m sure that’s right, but the average GS-10 
contracting officer trained by you in these very complex multi-fac- 
eted contracts and the business aspects of ESPC, are they capable 
of exercising these contracts? 

Mr. Clark. They are capable of exercising those contracts. Obvi- 
ously, that’s going to vary from facility-to-facility. And what we 
have tried to do is ensure that there is a knowledge so that those 
contracts can be expeditiously put in place. But, obviously, there’s 
a lot of people involved. These are very complex contracts, and 
Uiere are strengths and weaknesses in that area throughout the 
system. 

Mr. Everett. Have any of the medical facility folks actually done 
one of these contracts? 

Mr. Clark. I’m not sure what individual facilities have done 
them. We do have contracts now in three of the networks, which 
have been put in place only within the last 6 months, that involve 
20 facilities. 

Mr. Everett. The medical center contracting officers, did they 
actually execute these ESPC contracts at those facilities you just 
mentioned? 

Mr. Graham. Yes. They are involved in it, and most of the net- 
works utilize the contracting officers at some of their servicing fa- 
cilities, and key facilities, to actually exerts this and coordinate 
others that for all the network facilities. 

Also, we had five facilities that entered into contracts them- 
selves — Dallas, Lake City, Florida; Richmond, Virginia; Portland, 
Oregon, and West Haven— on their own initially, plus, as you 
hea^, Omaha is pursuing it on their own. 

One of the benefits of the DOE and the DOD contracts is that 
a lot of the more complex issues have already been addressed for 
the facility staffs, and it makes it much easier for them to get in- 
volved in this process. 

Mr. Everett. Do you have kind of a boilerplate guide for them 
to go by? 

Mr. Graham. Yes, we sure do. It took a while to put it together, 
and we had to try to make sure that we were minimizing the risk 
factors. There are a lot of issues with liabilities and so on, and we 
address that in a general sense with a fairly lengthy guide, and 
then we tailored that as we got some feedback from the field about 
specific issues that they felt also needed to be clarified. So, we kind 
of had two tiers of information weVe provided the field. 

Mr. Everett. Mr. Clark, of the 170 medical centers, how many 
of them have had ESPC contracts signed and working? 

Mr. Clark. The contracts that we just mentioned, which 1 think 
were five or six, are actueUly contracts and. as I said, we’ve got 
three networks now that have VISN-wide contracts in place. I will 
point out that all 22 networks, are in various stages of evaluating 
contracts or determining what their contract strategy will be, so 
this is at least an activity that’s ongoing in all 22, and probably 
half of those are in stages of contracting where we hope that they 
would consummate a contract in the upcoming months. 
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Mr. Clark. The large numbers are going to really come forward 
with the VISN-wide concept. Of the three network VISN contracts 
that are being dealt with right now, there arc 20 facilities in those 
three networks. So, that’s where you start to really get into the 
larger number of facility involvement. 

Mr. Everett. Could part of the $20 million for the Tampa Spinal 
Cord Ii\jury Unit and Energy Center project have been contracted 
under the ESPC? 

Mr. Clark. I'm sorry, the question was, could it have been con- 
tracted under ESPC? 

Mr. Everett. Yes, could it have been ccuti.acted under ESPC 
and, if it could have, why wasn’t it? 

Mr. Clark. I’m afraid I don't know the an: .ver to that. 

Mr. Graham. I think primarily it was an Energy Management 
Center which had to do with the monitoring of some of the equip- 
ment. To be sure, some of the chillers were updated and upgraded 
for the spinal cord unit, but it was an oversight project that pulled 
in not only the equipment, but also the Energy Management Cen- 
ter, which is a computerized monitoring program for all of the as- 
pects of energy at the facility. That was conceived, and we've done 
those traditionally, as a separate portion of a rntyor construction 
project. 

Mr. Everett. Out of curiosity, how many medical centers have 
highly efficient light fixtures installed as a result of ESPC con- 
tracts? 

Mr. Clark. If we don’t have an answer right at the table, we can 
certainly provide that to you. We don’t know the answer to that, 
but we can provide that for the record. 

Mr. Everett. In the Department’s 1997 annual report to the 
President and Congress, as required by the Energy Policy Act of 
1992, the VA claims to have achieved a 15.1 percent reduction 
overall in energy consumption. 

If I lay your 1996 and 1997 annual reports side-by-side, it looks 
like the VA increased its fuel consumption in almost every single 
catcgoi^. Can you explain how that can happen? 

Mr. GRAHAM. 1 can explain some of that. Mr. Chairman. I think, 
in part, what we’ve realized is that many of our facilities have be- 
come retrofitted for air conditioning, particularly facilities that 
were not, when they were built, air conditioned. As the facilities 
are retrofitted, or refurbished, generally we will include as part of 
that project, an air conditioning component. And so we will con- 
sume much more energy through air conditioning, in part. 

Another reason or another factor, certainly, is the increased so- 
phistication of equipment and technology, particularly computers. 
Much of that has contributed to the increase in consumption. 

Mr. Everett. As 1 look down here, it’s not just el^ricity, but 
fuel oil, natural gas, LPG and propane gas, coal, they are all up. 
Could you give me — I would ask you to m^e a detailed analysis 
of this — surely somebody has done that somewhere — and make it 
available to this Committee? 

Mr. Clark. Certainly we can do that. 

(The information follows:) 
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Qufl«lion' Provide detailed arxalysis in alt categories v)diC8tir>g the reasons lor 
iTKreases in energy consumption in FY 1997 as compared to FY 1996 as reported in 
the annual reports to the Department of Ertergy (DOE) 

Answer Based upon (he annual reports submtted to OOG. the folowing is the 
comparison of energy consumption vt buMings and lacdaies operations 


TYPE OF UTILITY 

CONSUMPTION 

PERCENTAGE CHANGE 


Fyi996 

FY 1997 


Electricity 
(Megawatt Hours) 

2,616.791 

2.671,954 

♦ 210% 

Fuel OH 

(Thousands of Gals.) 

15,009 

6.520 

•43.21% 

Natural Gas 
(Thousand Cubic Feet) 

13.361.917 

13,612.620 

♦ 3.37% 

LPOPropene 
(Thousands of Gals.) 

178 

48 

• 73.03% 

Coal 

(Short Ton) 

5,999 

6.110 

♦ 169% 

Purchased Steam 
(BlNton 8TUs) 

1,189 

1.229 

♦ 3.36% 

Purchased ChMed 

Water (BiBion BTUs) 

33 

139 

♦321.20% 

Gross Square Foot 

149,730,000 

151.230.000 

♦ 100% 

Air Cortdltlor>lng Tons 

375X117 

363.132 

♦2.16% 
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Eltctrterty: 

The increase of 2.10% is pnmaniy attributed to the vicresse n gross square 
footage (1.00%) and die installed air conditionng tonnage (2.16%). Also, the 
Instalabon of computers and other equipment such as cal scanners, magnetc 
resonarvce imagaig (MRI), and Sieir related requirements to maintain certain 
temperatures and controls 24 hours a day to provide the best medicai care to the 
veterans has conuibuted to the increase in eiectncai consumption nation-wide. 

Fuel Oil. Maturel Gas and LPGfPfooane: 

The fuel oil consumption went down by 43.21%. LPG/Propane went down 
73 03%. However, the natural gas consumption went up 3.37%. The reason for the 
Increase In natural gas consumpbon and the decrease m fuel oi and LPG/Propane 
consumption is because many taciities have changed to natural gas instead of fuel ol 
and LPG/Propene. Also, the added gross square foot of space Increased the natural 
gas consumption during the heating season 

Cfill: 


Sheridan. WY. is the only medical center that uses coal for 4s boilers According 
to the chief engineer at the medical center, the reason for the mcreasa was a colder 
1997 wmlar as compared to 1996 winter and a maior steam leak In the underground 
supply pipeig during 1 997. Deteriorating steam traps caused the mafce-up water lo 
increase from 2.000 gaions In 1996 to 6.000 gatlons in 1997 that also increased the 
coal consumption A protect has been funded to correct these problems. 

Purchased Steam: 

There are twelve (12) medical centers that are purchasing steam. Pour of them 
have shown a significant increase in Ihev consumpbon m the fourth quarter of FY 1997 
as compared to their consumption in the fourth quarter of FY 1996. According to the 
chief engineers at these medical centers, there were venous reasons for the incraasa in 
steam consumption shown si PY 1997. VA medical center, Baltimore checked wrth Vie 
utility company and found out that one of the two meters was not working during the 
months of July. August and September, 1996. VA medical centers at North Chicago 
and Chicago (WSD) reported that 1996 was a much hotter summer than 1997. All 
steam supply to the mam buMings was shut-off axcapt tor the animal quartars resulting 
in lower steam consumption In fourth quarter FY 1996 as compared to fourth quarter of 
FY 1997. VA medical canter. Madiaon. Wl reported that the steam was first procured 
from the University of Wisconsin In January 1996, so the steam consumption was not 
reported tor the first quarter of FY 1996 Also, the increese In the fourth quarter of FY 
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1997 over the previous year was due to 1) significantty coWer summer relative to 1996. 
2) activated 20.000 square foot laboratory addition and new ambulatory surgery suite- 


There are two medcat centers that are now purchasing ctuled water, San 
Antonio. Texas and Madison. Wisconsn In FY 1905 and FY 1996. only Madison. Wl. 
purchased the ch4ed water. The consumption of chilled water in FY 1$^ was 44 
billion Btus. whereas the consumptxm in FY 1996 was 33 bilion Btus, a reduction of 
25%. In FY 1997. San Antonio started to purchase chfled water and Is consumption 
forFY 1997 was 117 bllion Btus and the consumption for Madison was 22 bllion Bius 
(a total of 139 bllion Btus). The increase shown on the annual report for FY 1997 is 
because San Antonio was added (321 %). 

Question' Faobbes that have had high energy efficient lighting installed as a result of 
ESPCs. 

Answer There are only two medical centers. Lake City. Florida and West Haven. 
Conneciicut that have high energy efficiert tighimg mstaled as a resist of ESPCs. 
However, there are many medical centers (about 60} that have retrofMed their existing 
lighting fixtures with high energy efficient fixtures ndudmg the use Of T*6 lamps in 
confuction with specutv rettecim and electronic baiiasts. Some of these protects were 
accomplished using utility rebate programs and the others were compleiety furxfed by 
the VA. Almost al medicel centers have retrofitted soma of the^ existing lighting 
fixtures with high energy efficieni fixtures in one area of the medical center or the other. 
With the implementation of ESPC. Super E5PC and assistance from Army Corps of 
Engineers, we hope to retrofit the exisiaig bating fixtures in the remaining medical 
centers 
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Mr. Everett. Mr. Palazzi, how much money has your project ac- 
tually saved to date, total figure? 

Mr. Palazzi. Tot^ for the contract of the 15-year term will be 
over $9 million. We save approximately $600,000 a year. Of that, 
the ESCO ends up getting about 90 percent of that. After we pay 
off the capital improvement, the net return to the VA is about 
$24,000 to $30,000 actually savings in our pocket. 

Mr. Everett. Counsel for the Minority has some questions, and 
then 111 have a closing remark or two. 

Mr. Sachs. Thank you, Mr. Chairman. Mr. Clark, your testimony 
indicates, on the last page actually, that the VA is currently evalu- 
ating its participation in Super ESPC contracts. Can you elaborate 
on this? It appears this might somehow suggest you might have 
second thoughts about participation. Can you clear that up for the 
record? 

Mr. Clark. No, there are no second thoughts. That’s merely a 
reference to the fact that involvement in the various networks are 
at different stages. Some are much more advanced than others, but 
there is no suggestion on our part that we are having second 
thoughts. I think we see this as a good thing, and more than just 
a good thing, it’s an essential thing. We need to realize the energy 
savings. 

Mr. Sachs. Is this something that’s being put out to the VISNs? 
I mean, is there an understanding out there that there is a vehicle 
in place that would smooth the way to this sort of energy savings? 

Mr. Cl^K. Yes. We have shared this information or tried to 
share this information through a variety of directives, guidance, 
training, and whatnot. In all candor, we have learned as we have 
grown with this process, how to do it, how to do it best. 

We will this year be putting together a national strategy or na- 
tional plan to maximize our efforts in this area. We’ve not done 
that yet, but we are in the process of doing that, and I think that 
will include a strate^ for making sure that everybody is informed 
about these opportunities and how to maximize that potential. 

Mr. Sachs. Thank you, Mr. Clark. 

Mr. Palazzi, if you can just quickly give us a sketch as to what 
gave you the impetus to underlie your project, and how you found 
out about the program, and the degree to which the VA Central Of- 
fice was supportive of your efforts. 

Mr. Palazzi. My case is kind of unique. Again, I was a little bit 
ahead of the curve. My motivation was to improve my facility and 
take heart that VA West Haven or VA Connecticut is my home, 
and I look out for it and try to improve it any way I can. 

In conversations with my peers in the private sector as well as 
intercommunication to other agencies such as GSA, around 1990 I 
became aware of the opportunity to do something like this. 

Through interacting with private sector, especially my utility 
companies of which I have two, they gave me the guidelines ancl/ 
or the opportunities that were within my facility that could pay 
back within a reasonable period of time. So that helped me in the 
decision screening process, and everybody that does an ESPC needs 
to do this decision screening process to see which are going to pay 
back and be reasonable and that you want to invest into. Unlike 
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some ESCOs, you want to do everything in your facility economi- 
cally. It may not work for all sites. 

We ultimately did secure a sample contract from GSA, modiAed 
it, had L&T review acconmlished, advertised it, went through the 
RFP process — which ESPC is a standard RFP format. Everybody 
seems to think it’s something special, it’s an RFP. And we ulti- 
mately awarded. I can tell you, this particular kind of contract is 
different in the fact that it is true performance. Traditional con- 
tracting that every Government agency does is usually spec and 
then bid out to a contractor to provide what the Government tells 
them to rive you, exactly down to what color the device must look 
like. ESrC contracting is true performance contracting, where you 
establish a line that the contractor must meet. 

In my case, I evaluated our existing equipment. Our chillers 
were almost 30 vcars old. And based on assumptions and calcula- 
tions, I knew what the performance of my chillers were. I looked 
at technology at that time, what was the most efTicient, and I se- 
lected the most efficient technology for the contractor to meet. 

What that did is establish the quality of equipment to be in- 
serted into our facility. Standard speciAcations can be met by many 
different manufacturers. Performance can only be met by a mw. 

Ultimately, we received a product that was superior to what I 
could get through a traditional. 

Mr. Sachs. ^Gid did you have the support of Central Office with 
regard to your efforts, or were they plugged into this? 

Mr. Palazzi. Yes, I did. As a matter of fact, I did work with Raj 
Garg. who is at the table today, assisted us in developing our 
schedules so that we could get the legal approval. 

Mr. Sachs. Thank you, Mr. Chairman. 

Mr. Everett. Thank you. I want to thank the panel, all the pan- 
els, for appearing here today. It’s pretty obvious there we can sig- 
nificantly reduce the VA’s energy costs and provide private sector 
funds to invest in efficient equipment that uses the latest tech- 
nology, as you just referred to, Mr. Palazzi. And I am encouraging 
the VA to move forward with ESPC contracting. 

I want to note again that we are talking about a potential sav- 
ings here of $60 million a year, annually, out of the $220 million 
energy bill that the VA has. And I would like to point out to you 
that this Subcommittee is extremely interested in this matter, as 
well as the full Committee Chairman, Mr. Stump. 

I am therefore requesting that we ask the VA to furnish me a 
quarterly report on its activities, and that should be a very com- 
prehensive report of what projects are planned, which projects are 
underway, what progress has been made, and a possible completion 
date on these projects. 

As I said, money is pretty hard for us to come by around here 
nowadays, and we’re talking about a direct dollar-for-dollar savings 
of appropriated funds. 

I appreciate your being here today, Mr. Clark. I assume that this 
report will come directly from your ofAce, is that correct? 

Mr. Clark. Yes. 

Mr. Everett. And we look forward to seeing the first one in 
about 3 months. Thank you very much for appearing here today. 
This adjourns this meeting. 
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[Whereupon, at 3:27 p.m., the subcommittee was adjourned.] 
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STA TEMENT QF THEMQN, JAMES E. CLYBURN 
RANKING DEMOCRATIC MEMBER 
HOUSE VETE RANS* AF FAIRS SUBCOMMIT TEE 
ON OVERSIGHT & INVESTIGATIONS 

VA PARTICIPATION IN F EDERAL ENERGY 
MANAGEMENT PROGRAM 


MARCH 18, ms 


AS THE RANKING DEMOCRATIC MEMBER OF 
THIS SUBCOMMITTEE. I AM PLEASED THAT 
CHAIRMAN EVERETT HAS CALLED THIS IMPORTANT 
HEARING THAT GOES TO THE VERY HEART OF 
GOOD GOVERNMENT. 

IF WE TOOK A POLL. MOST AMERICANS WOULD 
PROBABLY HAVE NO IDEA WHAT THE FEDERAL 
ENERGY MANAGEMENT PROGRAM IS. THATS NOT 
TO SAY. HOWEVER. THAT ITS NOT AN IMPORTANT 
INITIATIVE. 

CONGRESS VOICED ITS STRONG SUPPORT FOR 


THIS PROGRAM WHEN IT ENACTED THE ENERGY 

( 26 ) 
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POLICY ACT OF 1992. THE PROGRAM IS DESIGNED 
TO ENCOURAGE REDUCED ENERGY CONSUMPTION 
AND MORE EFFICIENT USE OF SCARCE RESOURCES 
BY OUR FEDERAL AGENCIES. INCLUDING VA. 

FOR REASONS THAT I AM SURE VA WILL 
EXPLAIN IN SOME DETAIL THIS AFTERNOON. IT HAS 
TAKEN AWHILE FOR THE VA TO BEGIN ACHIEVING 
THE EFFICIENCIES CALLED FOR UNDER THE ACT. 

NO DOUBT THERE’S A LOT OF WORK YET TO 
BE DONE ON THE PART OF THE VA AND OTHER 
FEDERAL AGENCIES. I AM HOPEFUL THIS HEARING 
WILL HELP SENSITIZE THE VA TO THE IMPORTANCE 
THIS COMMITTEE PLACES ON THE PROGRAM, AND 
TO THE NEED FOR WISE AND EFFICIENT USE OF ITS 


APPROPRIATED DOLLARS. 
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THANK YOU AGAIN, TERRY. FOR PUTTING 
TOGETHER THIS HEARING THIS AFTERNOON. I 
LOOK FORWARD TO THE TESTIMONY. 
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STATEMENT_ QF THE HONORABLE LANE EVANS 
RANKING DEMOC RATIC MEMBER 
HflUSE COMMITTEE ON VETERANS AF FAIRS 


OVERSIGHT 

OR ENERGY SAV1NG5,^EQRMANCE CONTRACTS 


MARCH 18, 1998 


Thank you, Mr. Chairman. I won’t take much of 
the subcommittee’s time this afternoon, but I wanted 
to commend Terry and Jim for their interest in this 
afternoon's hearing. 

Energy efTtciency and cost savings may not 
make headlines in tomorrow's papers, but they are 
the kinds of priorities the VA and other federal 
agencies cannot afford to ignore as we make our 
way into the 21*' century. 

Thank you, Mr. Chairman, for recognizing me. I 


look forward to the testimony. 
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Mf . Citatnnan. membcn of ibe Coa mktw . I md Jotia AR^DbaU. Actnf Oirador of tbe Fedoal 
Eaorsy Manac^neai Office with tbe De|«Rate« of Eacror. 

It a « ptetMfc to be hoc today lo procal CcAiBtoay or the lo^ of obiiziat Eaeriy Saviac» 
fcrfcnBaace Coatiaca (ESPCa) aod inprovotf «aef|y efficicBcy wnhia Fednl i t t nc i e i. Aa tbe 
Acting Difvetor of the Federal Ejicrgy Maaagcmat Frogmn. or FEMF, I befp no ori bfa i f aergy 
mana g ewt ei n actwriaee acroea all i gtnrn 


Tbe Energy Policy of Aa of 1993 (EFAct)re 9 Mraa an Federal ageacm to nauUiattcir 
buikbap all energy mmI water ccaacrvattonateafarca with payback perkxb of 10 year* wkaa 
Further. Eaecraivc Order 13902 requvcf Federal ageociea to ledoce energy caoMtaedB Federal 
buildiapby 30Hby 3003 relanveto I9t5. ESPCi arc aa eacdkai tool far e ch icvi ai tbeac 
aoergy reduction goala. 

ESPCa, Ibrmcrly know w abared energy levinp contract*. «e aa abenative to Ibe tradilioiial 
method of financing caetgy effiocacy oaproraaeatt n Fednal beil d aip ihrcwgfa Federal 
to iproprtinoa of capital (bada Uadar ifau abera Ai ve finaartng amageaMd. Federal ageacka 
coaoaA with ener g y -eervtce raaipeniea wbo neke ibe cepita] tov u anea tt and deliver aavnop 
before they «e paid Their tavicea iacladc tdtrwifinag baiWaig eaergy requ re n caU tad 
•Ciliuring. laWalling. operttiag. aad aeioiainaig the eaergy^fBoeal equi praeta . aa well « 
providaig guaraatcci fee eaergy nd coat aavap The eeatractor a tfaea paid from a diare of tbe 
eoai laviap icnbiag bna tee imp rowiB uattl the ooattaA penod eipirea. At tlnl mk. 
the Federal govc mmeB i retaiat afl additi o eal laviap lad owu (he 

EPAa diraAod the DeportmaH of Eaergy to develop toedio^ aad proceduree to teg ESPCi 
mtotheiaaiBiliiBuiofPoderalpRKWcaBcaL Aa ESPC rcfulaboa detBilic« metbod* a^ 

pvoccduitewaB^ite A 10(711436. The regulAioe cAabtabea a meted to qoaUty eaergy 
tgVKCicoaipeaiee and ideatifiee the metedund proceduree far a ema ca otaeleaioa. batoo 
i ngi l etora A the prwiaoae of EPAa teaBpw Federal ^ taci ei to eatofiato ESPCi far Bp to 35 
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)wn «riibou( fitading eaactOMea ctT | r4 > permit c o otmci peyajii from ftmli for amg)’ aad 
nlMod opmUoB end BinimHoec cxpoHce, mtd requirv taiMl eMrfjr wdia to vorify 
guamlMd COM nwingi. DOE'i Fednt Eamp Mirageniat Profrim It dcvcM*^ model 
p f ocuTHo mi ifcinimri idw Wro an rMwr oarfKafyiMfloo Oi d difr iwifrf/ederWai w p' 
A'ltfeco; • bow m OMMd for eSPCi; edwmiao video* far mmugcDCBi. kftf, Md coMrectmg 
p ewowi ci ; wd • page with ESPC iifianMboe oa Ae faaoraci to maiei Federal maaagm ia 

tttiiig frw (onMEtiat vckicte. 

Tbc DepMaoB of EamBr (DOE) ad Ac Dapmuama of OadmM (OCX)) bM pm tt plaeo 
r egional Sigmr ESPC naltiplt iwmd eoairicti wfakfa mo begfartiag to ipood Ift pwcawcfima 
caergy prepec u ad iro evakUe (or ucc by ay igacy. DOE bm i w ir dcd two legiacial Super 
ESPCc; o« iaMay 1997 fcr Ac Popmtjuwi'i Wrame legwe ad amber ia laomy 1999 for 
Ac SoodMBct i^ioa. Tlmmteocoaaatt aw a iAiopramat Sl-3 bfllkaief p r itale aactoreapernw 
aod capitd hr ftmdt to flanoc aamgy eflfct aaey ifla p tovaraait la Fodaral boHAagc TboD(M 
nnB award (bw adAtionnI fegioaal ceanett by Aa ad of FY 1991. whkA will aaoompam Ac 
leauiaiag foar 00£ tegiaa. la a prniOei effort. Ac Army Corpa of Eagmaan bm awardad a 
faormma le^eod ooamaa ad a ddaa legioaai E5FC. Tbam coanacm allow lam aflbn a 
contractieg aad atore fbea ee Ac aic'i aavgy oee^ 


DOE bm baa plcamd to provide mnMneo to Ac Dmartma t of Vateraa’ Albbi (VA) ta 
mvanl waya. VA oo aaic to ad agmem ia g pwaonacl from over M VA MaAeal raian have 
nadedFEMPwartEAopiaESPCaaBdSi^ESPCaaaocaKa))«vl9M. Weptovided 
mawracc to VAMff i frve l opia a nr of bOi l a rph l e ESFCooBtractd w.>uucmi whteb were baaed 
a DOE'i model inhriiaria and ESFC r rpiaa m 10 Cfit 43d. fat Aagal 1997. we offered a 
nmtnmiTwtw«tAopaESFCfiMrnaiadbowtoMacAcPOESMperESFCa.erycbwm 
miendad by VA naff from HQ ad XI of Ac VA’o 22 Velcraa latoytoed Service aeaorki 
(VlSNoXmimpTeauvennom. W« bave provided briafiiig. at VA*i leguato. oa Sepm ESFC 
aod aveUable FEMP McbaiGal mrviem to eogwaanag and ceoOBEO pcnooMl of VISN 4 ta 
Ntw i ) 1< tola. VISW 2 ta tyaam New Yorfc. md VBN I ta If ma mh ai W DOEFEMPtoaffme 
worktag *iA VA aeqcmiooa leama to mar Acm ta develop^ ddivmy otdm onder DOE’I 



32 


Woieni Rc«ma ESPCi « WhM Cty. OttfM (VtSN 20) ad Taen. AitaoM (V(SN 
II). We M riao pleacd to bt ^ixtaBg wM VA lim to develop ESK prafeco Ml icpoa 

yet to be ewirded, tuck ■ Qnod AactkM. Coiondo, wbo kHk a cflwt to iopkacBi Soper 
ESPC driivciy erdan tot all lita io VISN 19 ader our moo to be enrded Ccaital fUtia 
Super BSEC. And we ea coatitted to ap p o r tuif the efBtrti ot Mr. Steve Kfaak ad Mr. 
Robert Mlari, wbo i> da tettifyiuf hea todey, to aaa opportaitMa ad drvetop coet< 
eflStetive delivery orden bt Medaeel Catm ■ New Fejlad (VISN I) to be ivpIctMaed ender 
our Nortbeeel Soper ESRC aheiiited for awwd ielcr tbit yea. 


We offer arvica to VA tbroupb te DOE St^ ESPCe. ad «« we (la ready a ■pport V A 
ativitke dvousti the Army Soper ESFCi if ttw ii brer Ibr d« VA. o« paotaw acacy. 
Cot tf racto w we ready to apport energy e ffri a g y effarte do ou ^ BSKla. We beliave Ibw the 
vwioue oooiraet vebiela tbw we hove n piece aad planed offer d» baw rage of opportaiiy 
lor oMTfy aavii^. 

b aoH&wy. we are pieaaed to ap port be DepartiMBi of Veaae' Affae ad i vitia m due aea. 
We we cooaciora of bow tishi Fedwd bodtets we ad bow ESPCa ca ooatka to help ibe 
Veterotw Arbuioutrelioei eave e o c ify while uuawfMg a bodpei wiatly. Tbe Fedmi fovenatew 
ha bea duected by dbe Fta i d eW to bow Inadrithrp b awetug cisaee ebaupe gewh. We era 
ready to euppon die Veicna Adnwtawia b dar aa of ESFCa ad olhw fttanog and 
energy maagoBCM vdueba. 

Furthermore, we are privileged to have a opportaily to detivw tub abtfadal avmp to die 
tapayartwhelcidihagtodweceBoaBicproipwityoftbeccwOy. We are anaioa to aecoiBplib 
a many cargy avugt probeta a ^abUy a we ca and art fertaae to have awry prwate 
tcctor partBcre b iba endeavor. We believe we hova pot b pbee tbe coimctt acid proeedura 
that will reault miignrAcaai uvutpbeag achieved quicUy and with the bccKlitt of da 
contractinc evenly and coenpctittvtty r Se pereed acroee all o crapa ia da tra wiDing to help 


Thank you Mr. dtaimM tad meabenof be crenmitta 
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STATEMENT FOR THE RECORD 
oa behalf of Ibe 

NATIONAL ASSOCIATION OF ENERGY SERVICE COMPANIES 
bcfprvthe 

HOUSE VETERANS AFFAIRS SDBCOMMITTCE 
ON OVERSIGHT AND IN\XST1CAT10NS 
rrgvrihit 

ENERGY MANAGEMENT PROGRAMS WITHIN THE 
DEPARTMENT OF VETERANS AFFAIRS 

hUrch IS. 1998 


INTRODUCTION 

Hunk you Mr Chakman My nine ii Eitin Kenh 1 un the Senior Vice Preiidcni and General 
Counsel for CES Way Intematiorui, Inc . an Energy Senncei Company with its main offices m 
Houston, Texas I appreciate this opportunity to testily, on behalf of the National Assooation of 
Energy Service Companies, on energy tnanagemcni programs within the U S Department of 
Veterans Affiiirs (DVA) 

The NaiionaJ Assodaiion of Energy ScrMce Companies (NAESCO) is a trade association of 
energy service companies (ESCOs) and their trade allies, including utility and manufaciuting 
comparaes NAESCO iIk* r epr es ents companies who are in the business of monitomig. 
measunng and verifying energy savings Our cuncni membership of over 140 organiaaliorts 
includes many siiun to mcdaim sized ESCOs, as wdl as larger nattonal firms, such at lohmon 
Controls and Honeywell Ours is a young and growing indusiry that provides services vital to 
America's iiuerest in reducing ht energy costs 

SUMMARY 

While itic Department of Veterans AfTsiis iniiaily was slow lo join the movement toward energy 
efficietKy invcstnenis in federal ficiktics, DVA Mcdica] FacUities arc shosving ■ dramatic inaeate 
in their interest in energy efficiency following the DVA't itsutnee of its implememing guideltnes 
in September 1 996 DVA can further facililMc energy efficiency investments in its facilities by 
offering increased contracting assisitnee in the field, as wtU as coniimued encourigement from the 
DVA to Its focilky managers In adddion. a greater reliance on Energy Savings Performince 
Contracts (ESPCs) « opposed to utdity aiet wide contracts will enable VA facilities lo realize the 
greatest posable gains from the energy cfBcicncy invesimenls being made in ihoK faciljtics 

ENERGY COSTS AND ENERGY EFFICIENCY' PROCUREMENT IN TIIF, FEDERAI. 
GOVERNMENT 

The Federal government is the angle largest energy consume! in the worW In 1994, the Federal 
govcmmnit ^Kflt about S3 8 blBion of taxpayer money for the energy K used in the buildings that 
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it owns sfld kases Conipctkively procured energy efficiency improvemcnls. fiiunccd by the 
private sector, can reduce these energy costi by u much u SI bdhM per year through the me of 
energy savings performance contracu (ESPCs) The capital upgrades and energy cost savings 
olTered to federal fadlitics through ESPCs come at no additional cott to the Federal budget, or to 
American taxpayers In additwn to reducing the com of operating the federal infrastructure, these 
capital improvemeMs hirther bene6t the U S economy through iheaeation of new jobs and 
through a dcaeased rdtance on the inqwn of fossd hids 

The private, state and local sectors have been making use of competitively procured performance- 
based energy efficiency upgrades since the early 1910’s As always, the use of competitive 
procurement ensures buyers the highnt quality and most comprehensive project for the 
most reasonable cost. 

In passing the 1992 Energy Polwy Act (EPAct), the Congress authoriaed federal agencies to 
procure, through competitive bid, Energy Savings Performance Contracta (ESPCs) from prtvale 
sector Energy Service Conqwiies (ESCOs) The energy efficiency improvements obtained 
through these contracts may be financed with pmnie caphd All energy savings must be 
measured, verified and reported The contractor must guarantee the federal agency that it wiH 
rcaJiie the energy savii^ projected If this guarantee is not met. the contractor pays the 
difference 

THE ENERGY SERVICF.S iN'UHI^RV 

ESCOs design, manufacture, finance and install statc-of-ihe-art energy efficiency projects in a 
highly eompetiiive mergy servicee market They offer a broad range of te c hnologies suited to aB 
Kclocs of the economy Energy efficient lighting, hemiq and air conditioning, energy cfficieni 
motors, boilers and refrigeration systems, and variable speed drivea, controls tystems and 
cogeneration technologies are among the most common of the current technologies being used 
Our ESCO members arrange financing for these projects and assume the performance and 
technica] risk of the project HospuaH are p ro tnt nent among the thousands of energy efficiency 
projects installed by our members to date 

ESCOi offer comprehensive energy rffieienry rcirofiii, ikiough ESPCs A comprehemrve 
energy efficiency retrofit applies an energy effidency strategy that it tailored to the particular usca 
of the facility and that takes advantage of all economiully feaiiUc opponuniiies for energy 
savings at the fedhty. A comprehensive rarofit also permits the shodci payback on aome 
technok^ies. such as lighting, to hdp support the cost oTlonger payback iieffis such as boilers 
This weighing of paybacks is a financial tool that ESCOs use to ensure that projeeu are 
econonucally viable while at the tame tone enabling custonwi to maximiae their energy use and 
cost savings The economic advantages of the btending of paybacks a one reason why most 
ESCOs encourage customeri to undertake energy efficiency retrofits in a single comprehensrve 
projea, rather than to undertake them sequentially 
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On average, romprelirinjve energy tffkkni capital IniprovcmenU rrdnee encrf;y toe and 
cotu by 25 pertenl. Energy savings are measured based on the difTerence beiv>«en pte>proyect 
and poM'project energy me. EPAct requiret and our ESCO members provide for the continuous 
monitonng. measurement, verj5caimn, and monihty reporting of energy use as part of the project 
instaltatton, and through the ongomg project operation and mamtenance available through ibm 
contracts Under a performance-ba^ contract, the ESCO is paid for ah project cotta, inchsding 
flnatwmg. only fiom these continuously monitored energy and cost savings 

ENERGY SAVLNGS US DVA FAC[l,fTIES 

Energy Savings Performance Contracting (ESPC) is a classic ‘‘win-win" initiative for the Federal 
Government and particularly for OVA facilities DVA factimes can obtain energy efficient capital 
upgrades while enjoying 

• investments in new capitsl eqwpment without the need for new appropritiions. 

• reduced utility bilk snd lower maintensnee costs; 

• mproved building enwrurvnent for the occupsnir, inchxhng patients and 
cmploycei. and 

• a ready solution to long-deferred maimenance proWems 

ESPCs offer a tremendous benefit to the DVA and to American taxpayers, at a time of shrinkiitg 
budgets for capital improvements and operations and maimenince in federal faeiliiies The 
average medical center has annual utility bills of Si loS2 mdtion The potential for annual ESPC 
project savings would average from $200,000 to $400,000 per Medical Center The construction 
investments associated with these projects would he in the range orS2 to $3 5 million per Medics! 
Center This would yield an infiision of over $400 imRion into needed energy, environmental and 
infraslruciure improvements within the DVA 

SIREAMI.INED FEDERAL PROCUREMENT AND CONTRACTING MF.THODS 

The Depanment of Energy (DOE), u required by Congress, has developed irnplememing 
reguistirins for the procurement of ESPCs fiom individual private sector Energy Service 
Compames In addition, both DOE and the Army Corps of Ei^neers have developed and 
implemenied a method for ESPC contracting through federal Indefinite Delivery, Indefinte 
Quantity (IDIQ) coidraets The use oTIDIQs enables the DOE toofler Energy Savings 
Performance Contracts to federal fscibties on s regions! basis, through the competitive prc> 
selection of Energy Service Compiniet The Army Corp IDIQ offers competilivel)' pre-selected 
ESCO energy efficiency services to Army fadllies throughout the country Thus, a number of 
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diflcrcnt ESCOs stand ready to develop ESPC proyccU ai Veterans Affim Medical Fadlitiet 
NAESCO would like to encourage the DVA to utiloe ibeESPC procx^emeni process, iacluding 
the use of companies that were comfwtitivcly tdeaed through the lOIQ process 

IDlQs offer two additiona] advantages to federal facility managers First, the DOE and Army 
Corps offer technical assistance for the devebpmeni of an E5FC project Second, the IDIQ 
participaMs are able to help federal facility managers develop a scope of work tailored ^xcifically 
to (he needs of the facility, a task that wr^ild have to be procured separately, or dorse internally 
under a traditiona] specification and bidding process 

THE USF. OF ENERGY SAVINGS FERFORhlANCE CONTRACTS BY HIE 
DEPAR1 MENT OF VETERANS AFFAIRS 

In September, 1996, the DV A issued its department-wide guidchnes for FSPC procurement and 
contracting SirKe that lime, N AESCO's members have noted an increase in requests for 
proposals for ESPCs at VA facilities In addition, there have been a smaH numbn of facility 
assignments, under the Army lOlQ, for the identification of projects at VA facilities NAESCO 
would like to congratulate (he DVA for Ms progress oe these issues However, the challenge 
now is to proceed with the sctual implementation of the ESPC projects. 

RECOMMENDATIONS 

With the initiative on energy efficiency being taken by the DVA and its facility maiugcii, 
NAESCO respectfiiBy offers the foUowag four recommendations to further facilitate thn effon 
and to ensure that the DVA receives the greatest value from pnvite sector energy cAciency 
investRients 

1 The OVA should rely on Congrcssionaly authoriaed Energy Savings Performance 
Coniraas for the pruoirmnent of energy cfBocacy measures 

2 The DVA should provide iriiflu^ and support on F,SPC contracting for its 
contracting oflkers 

3 The DVA should continue to provide leadership and encouragement for the 
procurement of energy efficiency measures at hi Medical Facithies through the uk 
of Energy Savings Performance Contracts 

4 The DVA should consider pooling projects ai the Veterans Integrated Service 
Network ( VISN) level rathn than focusmg on individual Medical Facilitrea 
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1. Rely on Concussionally AirrHOtuzu ENZitcv Savings PutrosMANCC 

Co^mucrB 

Sotne DVA Medacsl Ccfucrt h«vt prooired energy efficieney projects on s sole source 
basis lltraugh utility power supply contnets and ulSity tres-wide agreements, rather than 
through competitive ESPCs TypkaHy. these noncompetnive utility contracts are not 
perforraaiicc-bascd. Thus, they offer no guarantee to the DVA that projected energy 
savings wiB be achieved or that the energy Hvings that are realised wil cover the cost of 
the Federal Government's inve stm ent in the prpjea Nor do they typicelly provide for the 
measurement and verification of energy savings from the prr^ea FinaDy. the lime Bmils 
pieced on utility contracts make them ineppropriete for developing a comprehensive 
energy efficiency retrofit at a Medical Facihiy. 

The size and complenty crf^Meifical Facilky energy systems results in a relaiivdy high cost 
capital improvemeni to achieve a comprehnimw energy effiaency retrofit Nonelhdess, 
since the energy systems in a MedKal Facility must run almost coniinuoiuty, they generate 
ample energy savings to cover the cost of the mvestment However, to fully recover the 
cost of a comprehensive retrofit at one of these facilities, the cost must be spread over a 
I S to 20 year lime frame This is possible under ESPCs because they ate authorized for 
up to 25 years Utilily contracts, however, are authorized for only 10 years, making them 
inappropriate for the procurement of a comprehensive retrofit 

At least one of NAESCO's member companies has already had the experience of going 
into a VA Medical Facilhy nvhere a utility had previously completed an energy efficient 
lighting retrofil No other energy sysiems in ihe facility had been louched The very short 
payback period on lighting is cntica} to Ihe econonuc viibiliiy of a comprehensive capital- 
iniensive retrofit, such as that required by a Medical Facility As a result of the utility's 
lighting-only retrofit in thu panicular facility, additional energy effiaency improvements 
were no longer financially feasMe Thus, tM bulk of the energy and cost uvingsotTcred 
by that facilky have been lost 

2. SUPPORT Local CoNnucTtNcOfnctiis 

Energy Savings Performance Contraas have been available for use only for the past four 
to five years Thus, only a very small mimber of federal contracting officers have had the 
opportunity to become familiar wnh them As a result, contracting officers offer) tack 
fanuliariiy with the appropriate ESPC procurement procedures and contract terms 

Local DVA contracting officers need to be properly and thoroughly trained and need to 
fed comforiaUe in negotiating ESPC deals The training provided by DOE it ■ good 
Sian ttowever. contracting officers, for the most part, appear to need greater familiarity 
and practical expcrietice with this contracting and fmanang vehicle The key is to provide 
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more thorough (raimag and guidance to loc^ coatrictit^ oSicCTt, as weU as support tor 
contract review, by <)ualiried headquarters stsfT as coiMracting officers develop their 
experience with ESPCs 

X Leadershif nioM HSAOtjUAimas 

AAer releasing its ESPC guidelines in September. 1996, DVA appears to have provided its 
Medical Facilities with littic or no addaMMal guidance or support for ESPC contracting 
DVA’s and its Medical Facilities' inierest in and commitmem to energy efficiency appears 
to be on the rise However, since the procurement oTEnergy Savings Performance 
Contracts is such a new and unlamiliar process. NAESCO strongly encourages OVA to 
continue to encourage its local (aciiity personnel to use the ESPC process. An ESPC is a 
complex undertaking from both an engineemg and Unancial perspective, as well as a 
coniraaing perspective As a result, it requires 'huy<in'‘ from a number of parties, 
including the fadlit) manager, contracting officer. counel. and the VISN or Medical 
Center director 

NAESCO beheves that ongoing leadership from the DVA wiO hdp to ensure that the 
trend toward energy efficiency procuremeni within the DVA will continue Without ihb 
continued momentum, capital invtstments nay languish sad energy savings may be lost 

4. Pool ESPC PRonen AT THE VISN Level 

The DVA should consider poohng proyecit « the VISN level rether than conceniraiiiig on 
individual Medical Facilities A sin^ VISN generally mehsdes five to seven Medical 
Facilities By allowing for the procurement of mullipie projects at the VISN level, OVA 
can streamline its ESPC procurement and contracting process In addilion. pooling at the 
VISN level would permit energy uvwigs to be levcfiged. not only within a sin^e prp^, 
but also across projects within a pool 

Conclusion 

The DVA and Hi Medical Facilities recently have shown a dramatic increase in their tnieren in 
energy efficiency NAESCO bdieves that the DVA can frmher bcifctate energy efficiency 
tnvestmenis in ks (heilities by offienng increased corttricting issistaace in the field, as wdl as 
continued encouragement from the DVA to Hs fadhty msnigeri NAESCO also recommends 
that the DVA and Hs Medical Fadlilies place s greater rehaiKe on comprehensive energy 
efficiency retrofits provided through Energy Savings Performance Contracts, as opposed to utility 
area wide contracts ESPCs wilt enable the DVA to rcaliee the greatest possible gains from the 
energy efficiency investments being made bi as bahtics 
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THE NATIONAL ASSOCIATION OF ENERGY SERVICE COMPANIES 
Mardi It, I99B 


Neither the witaess. Mr Eitia Keith, his employer. CES Way Imemationa]. Inc . Aor the National 

AssodaiioflofEaergy Service Companies, the organitaiioa represented, have received grants or 

other funding of any kind from the Department of Veterans AfTairs during the current or previous 
tsvo fiscal years 
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iNmoDucnoN 

Mr Oairau and men^cr t of the ■ubcommince. I an MG MIkoa Huaicr, Director of 
Military Prograiw, U S Army Corps of Enfjoeen In your letter of iMtation, you asked for 
tenuBOfly on the AnBy'iesperiaKCMEncrfyStvintsPcribrmaMC Contracting (ESPC) Umy 
KatcmcM, I wl briefly dttaiia wlui ESPC k give as overview of the DoO ESPC progran and 
the work currcMly done far our cuatomersi. and then TB doer by briefly dbeutsing how the 

Veterm Adiniaistratioa it cuntntiy usinf the ESPC program to meet its energy avingt goals 


ESPC is an innov^ivc co ntra ctin g propim desisted to achieve energy Mvingt by 
capcta l iang on agwiScam levels of coetractor investmem in energy enhancement equipment In 
partnership with the govenment, private firms provide the design, ctprtal investment, 
conjuuctioa, ind tnaiiicenance for new encrgy-cfiKKoi equipment, products, or systems Firmt 
recover their mvestmentj only ifactual cost avoidance is reelued The Corps' ESPC program has 
a simple requiraneni No ovings. no payment Performance cowracting allows the govcmncnl 
to cut energy costs without approphsiing fiinds and without meuning capital coRs for ertergy- 
cflkient upgrades 

The Rraiegy n to kverige private capital to increaae cfBoency ofbcakks and to reduce 
energy contumptioo In esdiange for a major share of the energy eoR avoidance dollars, private 
firms design, constnjct. operate, and maintaia the energy cofttervation measures 
The Coips' cunomcn (any govenunent agency) bcitefit by avoiding eonsuvetion costs and OfaM 
costs while redudng energy demand and acquiring much-needed new encrgy-eflicient equipment 
This program iflowi govcmmeni agendes to leverage scarce resources 

Owvtow rf iM UA 1, Carp, nf rS PC Preftam 

The Coips' involvctnent m this energy program dates beck to I9B6 when it was first 
auUwrued by the Nationd Energy Conservation Policy Act (42 U S C Section t2B7) The 
program underwent a name change from Shared Energy Savii^ to ESPC under PL 102*416. on 
Ooober 24. 1992 The rule esubbshti^ procedures and methods for ESPC was issued by DOC 
10 April 1995 ESPC suthonzing leguiaiioA includes tOU.SC Scctiofl 2165, as amended, and 
Public Law 102*486. Oaober 24. 1992 Executive Orders covering ESPC are I27S9. April 17. 
I5t91 and 12902, March I. 1994 The U S Anny Engineenng and Suppen CcMcr, Huntsville, in 
HufiuviUe. Altbema. has been designated the Technical Center of Expertne for ESPC protects 
within the Amy 

CurreoiJy, the program hu turned an Army investment of S792 K line* 1988 into 1 1 
profccu wkh a privau sector investmem of $36 Million for the rcpUcemem of bghtlng. motors, 
cooling systems, grmmd source hesi pumps, snd air propane planu The resuh is an Army coR 
avoidance of SS3 Miflion over the fife of the comraett. This it s great inveitmem with over a 10 
fold return on ihoM savings rctauied by the Government of about SI I Million 
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The Corps’ invchtmeat in ESPC beg i n ia I9S6 with the swvil of • chiBer repticcmcnl in 
Corpus OtfiM). Texu. The Corps now has 13 regional ESPC coMncu to cover ril SO states. 

DC and Puerto Rko. These 13 regional QVIQcotttrKts have an ordering capacity for about S2 
BiOiort worth ofeoergyuviog measures Thcae contracuard the support of our HuntsviDe 
cenaef are available to aaygovcntfneMagtney at aay level of government Our customers include 
the Array. Air Force, Coast Guard, Defense Logisties Agency (DLA). the NaiiotuI Guard Bureau 
and the Veterans Adniiotsuation 

In FArtiary, OSD provided the Corps with S4 miBion to “iueip ttan” the ESPC program 
for aB DoO services This money b beittg used to support a wide variety ofinitiatives indudiag 
(I) assisting customers in the avwd of tadc orders against the exbting area wide contracts; (2) 
development of new contiacu to support ESPC acovtljca at DoD iadliMs in Europe and Korea, 
(3) enpension and award of additkind contracts for CONUS. (4) iiainu« for Coipa districu in the 
ESPC proocta, (S) pro m o ti on of the ESPC propain, and (6) ledmcal nipport to the Air Force 
and the Navy in their efforts to i ny l em e n i &PC programs 


The Veterans Administration uses a nuhi-lkceced approach lo energy savings performartea 
contracting They use the DoE RegionsJ contracts, they develop thetr own contracts, and they 
use the Huntsville CcMcr's Corps contracu Currently, three of the 22 Veterans integrated 
Service Netwoths (VISN) have chosen to take pan in the Corps' ESPC program VISN «S. 
VTSN M. and VISN dt agned Memorandums of A g reeme nt with our HuntsviBa Si^port Center 
in the fol of 1997 A tingle hospital within VISN iI4. the VAGnaha Medical Center m Omaha. 
Nebrasha, hu alto (hofcn to participate An ESPC contractor hat been selected for each VA 
customer The HunitviBc Center has conducted training sessions for personnel md the selected 
conlracton at thcK three VlSNt and ■ the VA Omaha Medical Canter The purpose of the 
training b to provide mformatioa on ESPC proeesia and respemsibilibes of al tnvoived parties 
The ESPC contractors have per fo rmed ntial ntc visits and are currently proposing projects such 
as cnergy-eflkieM hghtiiig upgrada and lighting controli, duBer upgrato and replacement, 
boiler upgrades, utility monitoriiig and control tystema (UMCS), domestic water beating, dectrK 
peak shaving varidilc speed drives, geothermal heat pumps, caobng tower replacement, and 
motor replacements This repreicnUa total estimated privsie mveatmcM of shout SIS Milhon 
with a potential energy coat avoidance of about SlOMOhoa Conaruction activity b expected to 
begin Fafl 1998 
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Mr. Chairman, I appraciala tha eppcrtunpy lo diaom Vetorans HaaRh 
Adminiavabon’s (VHA'a) Enargy Managamant Program. 


Tha DapanmaM o( Vetorarta Allan (VA) has baan acthaly nvoNad in anargy 
oonaarvaton tinea 1675. E.O. 12003 tsauad In Ady 1677 mandatad that all Fadaral 
Aganoaa raduca thalr ovaral energy conaumpdon by 20% In Btu par a<|uara tool by 6)a 
and oIFY IMS inaxtaUng buildings and a 45% reduction from ffw 1975 beta year in 
new comtruction. 

Ounng Bta Ian year period ftom 1675 • 1965 VA axcaadad Ri raduebon ol 20% in 
spile of tha tad that lha Inetaiad air condWorwig tonnaga was incraasad by 70% and 
gross square toolaga of space by almott 16% during this period. 

The NaOonai Enargy Conservation Poacy Ad signad in 1978 required each 
agency lo raduca Ni energy consumpbon by 10% in Btu par groaa equate fool by FY 
1995 as oomparad lo is oon su mpllon in FY 1955. (new base year) In 1966, A 
consuftsnt waa head who analyzed axistng data, conducted energy audit surveys and 
compared VA wNh current pnvaia industry prscbcas. Based upon this study, new (stgel 
goals for PY 1995 ware sstaWishsd tor ssch VA madlcsl carriar 

E.0. 12759 iasuad in 1991 required all agatwas to reduce toae oonaumpton in 
Blu per gross square tool by an sddNions1 10% by FY 2000 as oomparad to their 
consumpbon in FY 196& E 0. 12902 Issued m 1994 raquiras al agen ci es to raduca 
tttair comumptlon In Btu par groas square tod by 30% by FY 2005 as eompsrsd to 
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consumption in FY 1965. N«w tarpel goals for Mtfi maplcai confer were egkn 
established in FY 1965 to meet toe reqwrements for FY 2005. 

Energy llanagement tn VMA: 

Eech VA medicel center It required to develop and annuaty update a five year 
energy managemenl plan which nsutrrrltled to Veterana Integraied Servica Networta 
(ViSMs) These plans are reviewed nebonally to Identify those areas offortng the moat 
potential tor energy savings b as ed upon the life cyde cost anatysle and to provide the 
basis for fonding of energy cortservallon profocts 

Four bmee annualy. a consultant oontractad for toe entire agency morMors the 
performanoeolVAmedfoal canters in achtewig established target gotfs. through e 
quarterly report toat trades various types of fuel ooneumpbon and cost deto. Ttiie 
nforntobon is then used to prepare quaiterty pertormenca reporta to Department of 
Energy {DO€). At of toe firat quarwr of FY 1995. wa have achieved atmosi half of toe 
reduction required by FY 2006 

Some energy conservation proyects ware accomplished wito the VA'e activa 
padicipaUon In local uttibas rabato program e lhal have saved VA millions of dolsrs In 
inve stm ent of our funds as wal at savings in ulMies cost 

VA msdical cantors may also contr a ct direcay veto toeel utditias to provida 
similar sarvicae to those av a iabla from indepandanf ESPC c o n tra ctors The option 
may offer attractive oppertunaiee for savuvgs VA Medcal Centers. Tucaon. AZ. end 
Canandaigue, NY. were ebte to t^vficanOy reduce ther energy costs by negobstng 
with their tocal power provider 

In other miaatfvas to reduce toe cost of utflues, VA has parbapated in waihaad 
gas comrade I.e.. buying gas deadly from e o or Uf ector rather then e uUrty company 
The number of these eentracts hat ineraasad In recant years arto at present we ere 
saving over tS iWion deiars per year from theta oontrads. 

In total, atoce 1975. we have invested about 200 mtoon dolart on energy relatad 
protects which have produced cost avoidance of about 300 mMlon dolars In vartous 
utMee costs. A cnocaiesped of idonUywig the most cost effective energy protects it 
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tfwtrainkig and dsvalopcnani of technical tuff at MChfseiKy. Tha nattonel energy 
coneudam and ttie Chief of the Energy Management Oivteion in the Chief Network 
Office have developed numeioue proerama tor VISN end fedity elBffa. Combtoatxme of 
oontorence caHe. writlen guidance, and hneied face^face trairang In vaaa of well- 
head gae c or kr eOng. energy ooneervaiion prIncIpM * . dnergy audKa. uOMy company 
rebates and negohatow. ESPCa. and Me cycle coat aneiytis have been pruvtoed. and 
are contaiualy repeated as new regulations and technologies emerge 

For the toture. Ihe VA intends to dev el op a nabonai strategy to syetematicady 
review our facMtes to idenijfy opportuniiies ueeig the various means avBdabie to 
achiave energy consumption reductions and cost savings teat wiN accrue to improve 
medical cate. The VA expects to have tes strategy compteted by and of tiis fiscal year. 

The Energy PolKy Act (Public Law t02'486| also required el agencws to use 
Energy Sevtogs Pertormanca Coniraels (ESPC). and E.O 12902 etrongty endorsed the 
use of ESPC in meefi ng energy teducli^ goats 

An ESPC provide s tor the acquisition of energy effi ci ency enprovements el rto 
capital cost to the Govemmeik Under an ESPC. an irtoependerk contractor makes 
capital fTemvemants by replacing exabng sieffi cl ent energy consuming devices wKh 
efficwnt energy consuming devicst. These devicet may VKfude iigNing fixtures; 
boders, haasng. vanUabng. and ■lr-oorMlitorkr>g unks: chders: energy menegement 
oontrols and others. Ounng the oorkrect penod. toe contractor may propose eddborial 
eriergy oonservatlon coet-affecttve projects. An ESPC may be awarded tor a period not 
(0 exceed 2S years. Throughout ttus term, toe agency never pays more than what the 
utility bOi would have been had no ESPC bean awarded. Under tors contract, the 
contractor Installs, operates, and maintains si) toe equipmerk and receives ■ osrtam 
percerkage of the savings generated by Ns eftorts in avotoed uUty costs. 

The VA awantod ks first ESPC co ntr etl at toe VA Medical Center West Haven. 
CT. in Octobsr, 1992 The erkife coat of this project wNch included replacement of 
lighllng and cookng systems together with toe manterwwe of the new chifier 
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•quipnwfrt. wm Kmded (rom rebate progmrs prmMed by Southern CortnacUeut Gas 
and lllurranating Company and from guaranteed savings in energy costs achieved over 
a period 0(15 years under this contract Tbis proieel Induded the replacement of two 
eiosting 800 ten each eaninfugai ch^len intti*ed In 1963 wdh the rtew 600 Ion 
centrifugal elactriealchaer and one 1.000 ion steam absorptonchaer. TheaechOars 
were operational in 1993. Alao. 8.500 bghtlng fixtures were repisoed with energy 
eflicieni fixtures The medical center has reported that this prefect has been very 
successful am has achiaved tha arficipatad annual energy sawigs of about S5SO.OOO 
In October 1696, formal guldanoa mciuding sample contract tariguaga. 
guidelines, and technical speohcasons was issued to al VA medical centers A 
guidebook also was prsparad In July 1997 by tw Natienal Cenlar tor Cost Coniainmant 
with lechnicai help from Hsadquaders and field engine er s, to easitt VA field personnel 
with Improving energy conservelion end faciitaling the replacement of aging and 
inefficient equipment thmuf^ ESPC. Many medKsI centers have taken edvsntege of 
ESPC training conducted by DOE that has haipad tfiem to issue Requests for Proposats 
(RFPs). Alao. we are using the U.8. Army Engmeeting end Support Center to assist VA 
wlto the snptementatnn of ESPC. 

The totlewing hightightB some of the ESPC projects underway el venous medicsl 
centers: 

• VA Medical Center. Lake Cfiy. Plorida. e o mpte te d the retrefH of bghbng IMurea 
Ihroughout the medcai center 

• VA Medical Canter. Dal as, Texas, co mpte ta d 9>e nstafittlon of a thermal storage 
vessel of 3.3 milhon gallons 

• VA Medical Center. H Kh mond. Vagnla. completed the initatsbon of new ooolmg 
towers 

• VA Med c el Center. Porfiarxl. Oregon, completed the rettifll of about 10.000 
Itghling fixtures, 500 exit signs and 600 occupancy aansors. 

• VA Medtoal Canter. West Haven. Connecticut, oomptsied tf>e mstafiation of hvo 
now cW iers and ratrofMad tha axtstir>g 8,500 lighting fixtures in 1993. Al present, 
fi is considering the instaletton of an Ice storage system tor ks Mure expansion 
of a lOO.OX square toot buSding. 
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Sev«i< olh«f pfOiocU ar* In pratminaty staQet' 

• VISN 10 hat issuad the RFP for pcopoul* from the vendorB 10 evaluate tw 
exltling conMions and make reoommendationa tor energy conservation 
measurea. 

• VA MedkaJ Canter. Lome Unda. CA. has awarded a contract under ESPC to 
Southern CaBtorrtlB Gas Company, and haa complalad about 30% of A 

• ViSN 16 is evatuatmg toe potential of awarding a VtSN-wtda contract to one 
contractor. 

■ ViSNs 5.6 and 7 have ngned a Memor a ndum of Agreement (MOA) with the U.S. 
Anny Enginee r i n g and Support Center. HuritevOe. Alabsma. tor venous eervicea 
Including preparing the eolidtaaon, evaluating toa contr a ct proposits, awarding 
the contract admmistartng tha contract and addressing posl-awerd issues 

In an afton to elmpMy the ESPC process, DOE has etiabhshed Super ESPCs 
Birough rnuUpte awards of indafinaa daiwery. mdafWilta duanuty contracts in each of ite 
Mk regions. Thera wil be a tinted number of DOE approved coniractorv designated m 
eech region to perform ESPCs under the Super ESPC tormat. DOE wdl than authortza 
Iscillbes tiet wish to oaue rWivarv orders agamsl the contract to contract through any 
arte of the oontractora on a sole source or compeUive basts OOE has seiectad 
contractors tor as western and souihaatl rsgloris VA It currently evaluatmg is 
panictpatlon n ttse Super ESPC process 

Conctusiort: 

VA wll meet its energy oorraump b on reduction goal of 30% by FY 2005 as 
mandated by E.0. 12902. VA has histoneaRy met alt previous energy oonsumpllon 
reduction targets through menegemerd’s oontnuous emphasis on this program end 
wise investment in coet*eflociiva energy conservation protects. Reduced furxllng 
avaiebiMy from Iradtionel capital accounts in Mnor cenetnrction and Norv^ecurring 
Mamtenance are planned to be oftael wito aggressive end ncreased use of ESPC and 
Super ESPC. ^nakonai strategy w« emphasize setocting beet value approaches to 
improving the elAdency of our use of energy resourcee 
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M«rak II, IMI 


Good aAcmogn, Mr Cbarnnan. I uppraeiiH the nwio nin ty mi the mnMkxi to <hsci» 
ESPC m it rdetes to ny Medical Center 


TV VA Connecticiit Ileatihcare Syaum wccanlU bapletnenUBon ofihe VA'i lim 
‘EneTiy Savinfi Perform e nCT Ccniract" (ESPCI. The proiect a being paid Ibr 
exduively through lavingi canted by the nvmp generated by the projeei and doe* not 
m|uire capiuJ mveitmaM. Thn prognm nrrll extend over • 1 5-year period and it 
eaumnied to aavc an average oridOO.000 hi amual energy nan or approamady 
S9.000.000 over the term of the coeatict. 


The ESPC program a ihia faeihtycoMUtt of tvw Energy CotwerTalMio Meaautes(ECM) 
The lira ECMconiisted of replacing apfKOximetdyl.000tigfectagfUiim. Theae 
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hgtHMf fatwci did MX lave hifh cffickacy efa c wooic bdto a « T4 notCKCtX wbe*- ta 
GotyoKlion will (he lii|li eflickni k^xs. gtecuUr leflecion weie added to reduce ibe 
manber ot Unps lequued. 71a leooad ECM iiahidcd da leplaoeaam of da bimb 
chilled water piMX. T1ao4dclulledwaaerptatx.cosMnictediB l964.waaiaefl»CMniMid 
required exteenve due ta feequent lacchancal Cailiaea. Tta ESPC protect 

replaced dM diuty-year^ electric chiller plaM whh a raw tO(Mon electric ceninfogal 
duller plax wMi e taw I .OOCMon aeam divcn two-suce abeorplwn duller. 


Under ila ESfC prafiMn. ila Medical Cerxer tafoMted a coettad with a third pany 
vendor, ad in confunctian with local utitfty compatas. arranged RnaiKMg for the 
protect without aey up-Cront com lo da Federal Oovenaneru Under this fomal, the 
vendor i wpp" all ruka far the projea in retwn far a petceiXape of nei aavinpi achieved 
dtfough (he eoiBcrvaiMW meaaMre. Ha entire coat auocialed with deaign, coBitruction 
and implemcotation of Ihii prcteel. tncludinf maiMeannce. ii auppotled through from the 
guarameeduvingf inencrurcoattovcrlheml ISycan. The ESfC program beceme 
operational oe April IS, 199}. 


IheeaUbhjixncfitofdusESPCprogiBmwwvtryinvolved. Smec no other VA program 
had ever been HKceathtlly oomplcied the rfToii required aubetanuai leaearch through 
eoruaccs with other govenuneni agcncin and the privtne aector. Coixacti were made 
through OSA. da DepM tm eaaof Navy, and the local utility compamea. The interagency 
corxacts provided aanpie cooiracti prcwoutly taaued The local utility companin. 
however, provided a axah mora needed c o r u poa em . field vcnflcMion. beie line data, and 
poteetuJ program. Both ciccirk and natural gai eiilliy compaaiea were conlacted and 
were wiUii« lo provide aurveya ef our Cacilky at no coat lo the govcrTwneni The utility 
compamea hired teponde ii idepmlw t-en gi iaenng ftiiRi to a«vey da entire medicBl 
center. Baaed upon davfindingawdsappart data, approprieteprograma were selected. 
The aolkalaiion «raa a ea ied. r eviewed by our legal and uchnicat eipertt, and 
aubaequrody a ward ed . 
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InleiMliy, the caotduMlMn and coopcntms of the Chtef EnfMwr, Cluef of Acqwition 
•ad Material Manafeoicm, and d* Claef rocal OfSccr <mt lequiied. Sinee Ihb t)^ of 
pn>fnm wu aM a Mandard and had not been aceenpliihed before in the VA. ESTC waa 
met wid) tome dkefakiara Wilhtha coociNTCOce of the Medical Center Diractot the 
complete aoiiatatMO waa aiarwbted aad tawed 


With ESPC. there nwRoioitial outlay of todiBsreqytred All paymema to the 
coniracter are peoented diatKigh energy aa r inga The total tanitiated capital expenditure 
by the coolractor waa $2,900,966. leaa utUily t^atea of $4 10,966, which provided a act 
coal of $2,490,000. Utility rrtitci wqecompriaed of $100.000 dent the natural gia 
tuppiter and $310,966 domthedeclricutdily. Doltw inwueaa. extracted fteea adiedulea 


of the oontract, ac aa tbUowa 


CM SavMpi Awemawen N« Cm Savwgi C— wwr'i Bun Com Shv* 


r« 1 


lao.MOi 



It.OM 

3 


242.111 



kUt 

rt j 

mnn 

2M.S23 

2^ 

127 in 

id.in 





106161 

14 M7 



i&.m 

162 M6 



H 

HU 


m 

mu 

ml 


Baaed upon actual dau colleeted, die total kWh tail com hat dropped from dw baae year. 
PriortotheESPCcontraetdieuniteoaitbrelactnciiyww$O.I2. Thii coat baa been 
reduoed diiough dnt oontract and it new at $0.09 per kWK Thia d»ws a araigbi line 
aavinpoflSH^ In addiuen to the atraifhi-hnc cakuktioa we have cxperwaced two baae 
t«c iflcrcaaea from die uuhly totafang an eddi i i oii al 3%. 

The itauha dwi we have cxperiencad at this liie through ESPC have exceeded our 


ongmal cxpectatione. 
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TIk resiAs mt, (d Bane • fcw- 

• Updauf ouragiasdulkrpiM<Mtfiftiieoflbe«i«<|tup(neM. 

• Rcdoced maiMenaKt atd repair CMts 

• Maiaeniacc A Operatioa ct tiH chillar plaM are aipponed by ihe contract 

• Aisijied diif medKal center to maef its' aoerfy fonb at idccainad by iha Enerpy 
Polky Aclofl993 

• ComcrvniMn-RnanbteftKUtcfainng thegoalsofEPAfbracteanerenvironnwM 

• Rodnctni utility laapr and coau without taoifkup icrvioe. 

• Removed mmI replaced too Iba. of R'll CFCa with cnvinminenlnlly rnemfiy R*I23. 

• Stimalated Ac economy by openinf other rctourcct w Enerfy Service Conitacton, 

• The •ovcnuacM recatvod capital benefit without expendincappeopriaed fundi 


In loday'i enviraomaat. not unlike pnveee eaeior, the pov en tme n l mua reck om and 
eaabhsh new and mnovitive me ant la order to meet then goali. Budgeti are ever 
rediKiiii and the phyacal infnuinKbae a apmp, ESPC has provided the VA with the 
opportunity a lha tite to imp r o v e IB' phyeical pUm wHheui expendinp capital fundi In 
one amic the dollart deferred actually had a double boma. By rcpiaeint the chillier plant 
ihrauph ESPC dw total capital coal of S2 $M did net have to be obtained horn normal 
reawircet At euch the VA wm able to aiilae ipprop n a te d fimdtng a other trtea- 


Ai with aiy new incentive, wppen a ropwred bom top fimnapemenl and the 
dtttcmiaiiMaofinfermatiandowntoailpariktiBvoIvtd. Withom the confideace and 
wppoft I receive at VA Cae t c bcu i I would net have been able to ftdlitme thii prepram 
1110 work e n vi r oMnewt at our facility foaten wwovilionindieeouroefal ih i n li iin I 
coAstandy look far eiitmate meant to accomplidi my work to improve the facility nt well 
at ihe pauen care cnvimimeni at VA Coimecticul. Thee, howrm. does require 
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coranMnkatioa wnfe n> coumw pam ■ oiba Mcnl apaocKS m well ai public and 
pnvBieicoor expcTMeio allow die eubaate of new ideaa. 


Tbe rawha can be ncaitBed 


Where do we fo bom haR. As being dw (b« in ibc VA red Ibe subfoct mailer eapetl I 
have been invobred ai iba DeparUDant level. Iniuail)', m revtewing the Rele and wodeed 
on a coanUlee lo devciap an RaqtMl For Proposal (RFF) dM wmU pare the lesi and 
meet approval An legal end iccboteal review al dw Central office IorI The VA standard 
solkitalson model was c omp lstad and iaaued lo the ftdd in Sepae m her of 1996. loan 
cflbn 10 — ibu pro gr am I also served on a Technical Advisory Oroi^ (TAO) 
daoi^ the VA National Cemar far Coat Cantarameai A Ootid Unc wee s u ba r suc n tly 
issued in July of 199710 afl Acidefficaa To fattn extend the availability of dai 
cooixactirm awaru a cemraluad ihree-day courv was ofTcred lo all VA’e ia August of 
1997. The Federal Energy Management h ugtam (TEMPI providad ibis ooiew lo the 
d rpaf lmc n i. Attendance nwhided Engineering as wed aa A e p nbit ro n and MMcrlal 
Managi mfiit pereonncl repreoenatng all nwntyewo (23) Veteran Intcgraied Service 
NctworfcsCVlSN's). 


At lbs VtSN level I an dw icrnn tesder fat VISN I for ESPC. VISN I la aenvel|! 
puninng Ibis endaavor and has laurscted with the Departnwni of Energy's r en ewable 
ctwrgy diviiion FEMP Al the pteaent tune «re arc rwgotratiag with FEMP to provide 
base>liiwsnidseaforallteB(tO)tilcswidMiVISN 1. Tbit b dw fini step in ideati^ng 
poWMiaJ tiles within dw VISN ttwa would be attactive to entertam ESPC. For Ihoac tilet 
not found vi^ fae study vrill abo provide energy prpfecti wtucb will be c onn drred far 
local fonding through mbtioAd metbods Witbdwanticipalcdawvdofihe Super ESPC 
tttat FEMP b now m the proce m of aegotiaiing for dw Northe as t area VISN I mil be ta 
poaitioe to award ESPC cotmeb in die Bern faluie. 
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